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SOUTHERN CALIFORNIA EDISON COMPANY — 1951 







REVENUE AND EXPENSE 


Gross revenue was $119,374,626, 

an increase of $13,050,797 or 12% 
over 1950. Net income was $19,- 
124,649 and earnings for common 
were $12,839,787, equivalent to 
$2.81 per share of common stock 
after all charges, including preferred -— 
and preference dividends, compared 
with $2.97 in 1950. 







THE PRESIDENT’S LETTER .. .‘‘For reasons which we have tried to 
make clear in many previous reports to you, the Management of 
your Company is convinced that the present is a period of danger- 
ously false and unsound ‘prosperity’. We are continually aware of 
the fact that this, the most prolonged boom in American history, has 
been financed by public and private debt of inconceivable propor- 
tions, incurred, for the most part, as a result of nonproductive 
expenditures, such as war or gifts to foreign countries. We know 
that the present American standard of living has an abnormally high 
luxury-content, and has been financed by an explosive expansion 











FINANCING 


$35,000,000 of 2%% and $30,- 
000,000 of 3% % First and Refund- 
ing Mortgage Bonds, Due 1976, were 
: sold, for $65,690,970. Additional 











naw capital ol tnanaiiaiataly 452, of private debt... 1 do not wish to give you the impression that we 
000,000 will be required in 1952. believe any substantial percentage of the expansion in our territory 
will prove to be unsound—at least in the long run . . .While we 





PLANT INVESTMENT EXPANSION 


Investment in plant increased $49,- 
833,744 during the year to a total 
of $644,698,839 at the year end. 
The new Big Creek No. 4 hydro- 
electric plant with a capacity of 
91,000 kw was placed in cpera- 
tion in July. 






have some war industries as customers, for the most part, the busi- 
ness, industrial, and agricultural expansion in this latest boom has 











PLANT BUDGET FOR 1952 


Totals $80,112,740 .. . the largest 
in the Company's history, and in- 
cludes a sebstantial amount for 
completion of the Etiwanda 250,000 
kw steam electric generating station. 


President 












GENERATION 
Total output was 9 billion kilowatt. — 
hours, 12% above 1950 and more 
than double the output of ten years 
ago. Steam generation accounted 
for 50.4%, of the total output. 
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GROWTH tis 

Electric meters increased 69,608, 
raising the total installed to 1,055,- 
717, more than double the number 
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On July 2, 1951, Big Creek No. 4 hydroelectric 
plant wos the sixth plant to be completed in struction on its $38,000,000 Etiwonda steam 


the Big Creek development. station, scheduled to be completed in 1953. 







CONDENSED CONSOLIDATED BALANCE SHEET 
December 31, 1951 










Assets Liabilities 
Electric Plant. . . . . . . $644,698,839 Stated Capital and Surplus . . $278,053,149 
Investments and Other Assets. . 9,688,620 Bonded Indebtedness . . . . 268,000,000 
rere . « «4 « « « 58,728,014 Current Liabilities . . . . . 44,637,058 
Deferred Charges . ... . 3,835,536 Depreciation Reserve . .. . 119,144,202 
Capital Stock Expense . . . . 2,747,696 Other Reserves and Liabilities. . 9,864,296 






TOTAL ASSETS . . . . . $719,698,705 TOTAL LIABILITIES. . . . $719,698,705 
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No matter how extensive or complicated the 
requirements of your customers, you can meet 
them with the help of the correspondent 
services of Guaranty Trust Company. 


With branch offices and correspondents in 
every commercially important country in the 
world, we can keep you up-to-date on local 
conditions — help you handle your require- 
ments as they arise at the source. 


You are invited to use the correspondent 
facilities of Guaranty Trust Company to full 
advantage. We also invite your inquiries on 
any specific questions you may have. We know 
of no better way to demonstrate our usefulness 
to you. 


Guaranty Trust Company 
of New York 


Capital Funds $380,000,000 


140 Broadway, New York 15 


Fifth Ave. at 44th St. Madison Ave. at 60th St. 
New York 36 New York 21 


Rockefeller Plaza at 50th St. 
New York 20 


London Paris Brussels 


Member Federal Deposit Insurance Corporation 
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T Customers 


a P 6. and Ee iran area a of 89, 000 square miles, ~ 
“ rising 46 of California’s 58 counties, Re} 
sere Lan e-half of California’s present Ca 
ee lation. In 1951, the Company added Ins' 
001 new customers, the largest Cor 

number ever connected in a single year. } 
Inv 


Highlights 


Car 
GROSS OPERATING REVENUES advanced to a new peak of $279,499,000. 

The increase over the previous year was $42,061,000, or 17.7°;, the largest 

annual gain in our history. 


Pro 
1951 Annual Report | 


NEW RECORDS WERE ESTABLISHED for sales of both electricity and gas. 
Sales of electricity totaled 12,630,000,000 kilowatt-hours, and sales of gas 
200,515,000,000 cubic feet, exceeding those of the preceding year by 14.4°; 
and 16.1%, respectively. 


SATISFACTORY PROGRESS was made on our construction program. 
$152,000,000 was spent on new and enlarged facilities to provide for rapid 
growth of business in our service area. 


ee ee eee 
xy 
waAo 


CU 

OWNERSHIP OF THE COMPANY was further broadened by an ) Dol 

increase of 17,965 stockholders. At the end of the year the Company > Nev 

had 188,463 stockholders of record. } Tru 

Dor 

HIGHER GAS RATES totaling $17,535,000 on an annual basis were Fort 

approved by the California Public Utilities Commission to compen- ee 

sate the Company for higher costs and taxes associated with this ” 

branch of our operations. 

APPLICATION FOR AUTHORITY to increase electric rates 
$37,650,000 annually was filed with the Commission in July. An 

early decision should be forthcoming. Pt 

: Wi 
NET EARNINGS for the common stock were $2.14 per 

share based on average number of shares outstanding, M. |] 

compared with $2.62 per share in the previous year. It is Nor 

expected that rate increases already granted or applied THe 

for will restore earnings to more satisfactory levels. T., 

F, ] 

S.J 


President 


Pacific Gas & Electric P 
Company 


245 MARKET ST. + SAN FRANCISCO 6, CALIF. 5 Sub 
A copy of our 1951 Annual Report to 


Stockholders will be supplied upon request Tru: 
to K. C. Christensen, Treasurer me 
Ent 
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Cover Picture .. . Bow River from Hydro 
Dam at Kananaskas, Alberta, one unit in 
Canada’s expanding hydro-electric devel- 
opment. Growing prosperity in the Domin- 
ion has been paralleled by the expansion 
of trust business to the point where total 
assets under administration by trust co- 
panies now exceed $3.8 billion. Repre- 
sentatives of the trust companies met in 
Toronto, March 19 and 20, for the annual 
session of the Trust Companies Association 
of Ontario and the organizational meeting 
of the Trust Companies Association of 
Canada (reported in this issue). 


Manufacturing industries are now sur- 
passing agriculture as the dominant factor 
in the Canadian economy, with consequent 
increasing importance attached to the pro- 
duction of electric power. Present total 
installed capacity at hydro-electric plants 
is estimated to be less than 23% of total 
feasible installation of 55,000,000 h.p. A 
new peace time record of 950,300 h.p. 
capacity coming into operation was set in 
1950, of which 676,000 h.p. was in the 
Province of Ontario. 


Photo by National Film Board 
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Atomic Heat 


The article “45 Billion Atom Industry” 
(Mar. p. 180) contains a statement con- 
trary to the fact, presumably due to a 
misinterpretation of a statement I made 
in Power. The statement is: “. . . breed- 
ing is soon expected to provide purified 
natural uranium at a cost of around $45 
(near present lb. price) for the equiva- 
lent of heat from 1500 tons of coal.” 


The purified natural uranium is not 
a product of the breeding process but is, 
instead, the raw material to be used in 
it. The purification of natural uranium 
is a purely chemical and mechanical pro- 
cess, in no way connected with atomic 
fission, breeding reactions, or the opera- 
tion of any kind of a reactor. 


The upshot of the statement I publish- 
ed in Power is this: If breeding is proved 
to be mechanically workable, each pound 
of natural uranium can be made to de- 
liver as much heat as 1,500 tons of coal. 
Under these circumstances, if the natural 
uranium happens to cost $45 a pound 
(a reasonable estimate), the heat will 
be purchased at a price equivalent to 
3¢ per ton of coal. 

Philip W. Swain, 
Editor, Power 
New York City 


Foreign Fiduciaries in Tennessee 


The chart (Feb., p. 143) showing 
rights of non-resident trust companies 
to act as fiduciary under laws of various 
states furnishes much needed informa- 
tion, but I am afraid that, insofar as it 
applies to Tennessee, it is misleading. 
The two law firms retained by our bank 
advise us that there is no express statute 
either authorizing or prohibiting a non- 
resident fiduciary from qualifying in Ten- 
nessee in any capacity. In the absence 
of a statute prohibiting such a qualifi- 
cation, they both tell us that an appoint- 
ment would be legal. 


We would appreciate Mr. Schaefler’s 
citation either of prohibition or other 
information which would cause time and 
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expense for an out-of-state trust company 
to qualify in Tennessee. 
Cc. F. Emerson, 
Vice President and Trust Officer, 
American National Bank & Trust Co. 
Chattanooga, Tenn. 


Mr. SCHAEFLER’S REPLY: 


The classification for Tennessee was 
based on an opinion furnished by a lead- 
ing Memphis law firm after consultation 
with Commissioner of Banking and In- 
surance Clark. The conclusion, reached 
upon analysis of Tenn. Code Ann. Sec- 
tions 4118-4145, 5936, 6013 ff, was that 
while it is legally possible for a non- 
resident bank or trust company to serve 
as fiduciary in Tennessee upon qualify- 
ing to do business there, the requirements 
for such qualification are so onerous and 
expensive as hardly to merit going 
through the qualifying procedure merely 
to serve as fiduciary. 


Fiduciary Chart Exhausted 
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credit grows on trees! 


Copyright 1952 Cartoons-of-the-Month 


will have an additional thousand avail- 
able. 
G. B. MeKay, 
Executive Secretary, 
Probate Attorneys Assn., (Intl.) 
Los Angeles 








actual value of the securities or proper. 
ties. 
Bertel Rennerfelt, 
Senior Trust Officer, 
AB. Svenska Handelsbanken 
Stockholm, Sweden 


Ed. Note: We plead guilty, with regret, 
of multiplying by ten the income of Mr, 
Rennerfelt’s trust department by mis. 
placing the decimal point. 


Bouquet on New Section 


When a man does a good job I feel 
he should be complimented. I have this 
feeling about your March issue. It seem- 
ed to me that it was packed with inter- 
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esting information; and more particv- | 


larly, I like your new section “The 
Professional Investors Digest.’”’ Keep up 


the good work. 


James D. Heffernan, 
Vice President & Trust Officer, 


Lincoln National Bank & Trust Co, 
















































We received a great number of re- Swedish Fiduciary Fees Syracuse, N.Y. infle 
quests from trust officers for copies of In the writer’s article in the January a ae will 
our chart on “Rights of Non-resident issue on “Trust Business in Sweden,” you c. T. F. ERRATUM ing 
Trust Companies,” stating that they had report (page 55) these fees for various ee a | of ¢ 
noticed its appearance in your publica- types of services: 1.4% for property The starting date for the Common] 5 ¢ 
tion (Feb., p. 143). We have printed in administration under “general regula- Trust Fund of Security Trust Company, ae 
excess of three thousand copies of this tions” and 1% for acting under the Wilmington, Del., listed on page 170 of th — 

. . : e 
chart and our supply is completely ex- Guardianship Act. In each case, the rate the March issue, should have been Aug. 
hausted; however, within the week we should be per mille, not per cent, of the 1, 1941. i Y 

take 

ing 

the : 

in tl 

Oth 

vital 

trust \\/ “at 
i hen you need a fiduciary in Chicago, American ie 
stee 

services National Bank and Trust Company stands ready to grou 
W 

serve your requirements fully and efficiently. The ernn 

eeee ee ' ; : sf econ 
experience and friendly co-operation of our Trust expe 

+ 4 . ° utm« 

im officers can help you achieve your purpose, for | a pr 

ee : . . | obse 

chicago individuals, estates or corporations. You are cordially ~~ 

—— . as W 

invited to call or write about any of our trust 

? sour 

department services, or your own particular problem. | gand 

an u 

know 

Te 

prod 

soun 

American National Bank 2 
merican Yational Dan ol 
and Trust Company of Chicago vd 
value 
LA SALLE AT WASHINGTON - CHICAGO 90, ILLINOIS state: 
Member Federal Deposit Insurance Corporation prod 
regul 
the ¢ 





TRUSTS AND ESTATES§ Apri 








2per- 


rfelt, 
Ficer, | 


nken 
egret, 
’ Mr. 
mis- 
fee] 
this 
;eem- 
nter- 


ticu- | 
“The 





70 of 


nmon 
pany, 
A ug. 


‘p up 
rnan, 
Ticer, 
st Co, 


EDITORIAL... 


DOLLARS FOR DEFENSE 
a P"yubical hibute 7 


“Military strength is of litth worth unless backed by 
healthy, expanding economies. In this truth is found the 
source of many of our bitterest problems .. . Hanging 
over the NATO defense effort has been the menace of 
inflation which, if unchecked, could wipe out all gains.” 
GENERAL EISENHOWER in first annual report on North Atlantic 
Treaty Organization. 


HESE WORDS KEYNOTE THE BASIC JOB on the home 

front—political and economic. Bernard Baruch called 
inflation the country’s No. 1 enemy which, “unless halted 
will destroy the taxpayers; it will destroy everyone, includ- 
ing our own government.” And as president Ralph Cordiner 
of General Electric Co. remarked in his year-end prediction 
of further wage grants, there will be no let-up in the higher- 
wages, higher-prices and more-inflation spiral . . . “unless 
the American people start to resist it.” 

Yet our Government itself, through its past failure to 
take a firm stand in defiance of efforts of labor unions seek- 
ing higher wages and fringe benefits, has tacitly encouraged 
the steelworkers to make their latest demands which resulted 
in the Administration’s seizure of the steel plants on April 
%h to avert a paralyzing strike in one of the nation’s most 
vital and basic industries. The concessions eventually grant- 
ed. whatever the cost, will serve as a pattern for all labor 
leaders anxious to gather at the handout counter, but the 
steel settlement will. of course, be the minimum, with each 
group seeking some additional edge. 

With the Legislative and Executive divisions of our Gov- 
ernment paying no more than lip service to the principles of 
economy and with no visible effort to reduce non-defense 


| expenditures in an election year, we appear to be doing our 


rene 


utmost to gratify the Kremlin by spending ourselves into 
a precarious position economically. According to such able 
observers as Anthony Eden and Senator Byrd, Russia is not 
only masterminding a confined military struggle but waging 
as well a long term war of economic attrition of our re- 
sources and determination to resist her world-wide propa- 
ganda. Thus any segment of the body politic which seeks 


' an undue advantage at the expense of another is playing, 


knowingly or otherwise, into the hands of our adversaries. 


To maintain that wage increases can be absorbed by 
producers without price advances and still maintain a 
sound financial posiiton is a denial of the principles of 
the profit and loss free-enterprise system. While a compila- 


tion of 1951 operations of 3,409 corporations reveals a 


net return of just over 11% upon invested capital at book 


| Value—and this was 7% below 1950—this showing over- 
| states earning power due to the low cost basis at which 









) producing assets, already depreciated, are carried under tax 
| regulations. Upon the basis of today’s reproduction figures. 


the earning power of industry is much less than indicated, 
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and under our capitalistic system, the only sources of capital 
are retained earnings or private savings. Unwise fiscal poli- 
cies and shortsightedness on the part of labor leaders will 
dry up retained earnings and discourage new capital. The 
dynamic industrial picture which has brought us the high- 
est standard of living yet known might, under such condi- 
tions, cease to exist. 


A chart enclosed with the annual report of B. F. Goodrich 
Co. shows graphically what the investor receives—and where 
the real difficulty lies. First, out of every dollar of operating 
profit, government takes 67c. Then the government taxes 
the dividend receiver up to 24c more. The married stock- 
holder with two dependents receives only 26c of the com- 
pany’s dividend dollar, to the government’s 74c. As chair- 
man Keller of Chrysler Corp. pointed out not long ago 
“it will be necessary for the corporation to earn at the rate 
of $5.55 a share to net $1 a share after taxes.” National 
Biscuit Co. remarked that while present labor costs were 
up 151% from 1939, dividends increased only 25%. The 
stockholder has had but a fraction of the increases gained 
by wage-earners during the past decade, while the cost of 
living has practically doubled. 


Why is there such a lack of knowledge of the basic eco- 
nomic facts among people in all walks of life? Why should 
one save his money if it shrinks in buying power through 
unsound fiscal management; why invest if his venture is 
not permitted to make a profit and pay him a share; why, 
in short, bother to work at all if some socialistic handout 
will keep him going? And if government is to become more 
autocratic and an end in itself, rather than a servant of 
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BFG INCOME TAXES 
GB STOCKHOLDER’S INCOME TAXES 
CJ LEFT FOR STOCKHOLDER 


*ESTIMATED FOR MARRIED COUPLE WITH 2 DEPENDENTS, 1951 PERSONAL INCOME TAX RATES 


From B. F. Goodrich Co. annual report for 1951 
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the citizens, with heavier demands upon earnings, why strive 
for greater efficiency and productivity if the net return 
shrinks? Tools, machinery, or whatever one chooses to term 
the means of production, are Labor’s best friend and these 
only become available through the savings of many people 
pooled to do a certain task, not for charity, but for gain. 
This is the fundamental principle that should be brought 
home to all sectors of our citizenry through constant 
repetition. 

Without economic literacy we cannot have an intelligent 
democracy and without the latter we shall be less able to 
resist the sophistries of the political socialists within or the 
Communist ideology without. As Charles Malik, Minister 
of the Republic of Lebanon and prominent in United Nations 
Councils, stated in a recent article in Life: “Communism 
in Asia challenges the West to bring forth its own faith.” 


The United States Chamber of Commerce reports that 
Economic Understanding was adjudged the most important 
subject of the day. Many corporations are doing notable 
work along this line in employee information services 
through group meetings on company time, the use of 
movies and other media to bring home simply and graphic- 
ally what business is and how it operates. This pressing 
problem calls for thinking above the materialistic level, per- 
haps for a concept which might be termed a Declaration of 
Interdependence, in which the tools of production — Capital 
-— and the men who wield them — Labor — will work to- 
gether with recognition of their mutual interests in the 
march of this country to better standards of living for all. 


A A A 


FUTURE OF FORUMS 


ONFLICTING REPORTS ARE COMING FROM VARIOUS CENTERS 
fe to the continuing usefulness of Trust Forums, with 
some of the pioneer enthusiasts showing signs of flagging 
interest. Many banks which sponsored a Forum last year 
have not yet indicated any plans for a repeat performance, 
though in almost every instance the attendance at such 
meetings has been most gratifying. Others report not only 
directly traceable business and inquiries from their initial 
efforts but an even greater response to repeat performances. 


This variation in experience confirms the informed views 
of those with public relations background that such pro- 
grams require weeks, if not months, of careful planning 
(cf. T.&E. Nov. 1951 p. 778, May 1951 p. 321). The early 
Forums, organized with unusual care because of their new- 
ness, generated a local success and nationwide publicity 
which made the idea “fashionable.” As in many other ac- 
tivities, the smoothly running program which looks easy 
represents the most painstaking preparation and attention 
to detail. 


Data are not presently available to determine if the wide 
difference in results—practical or psychological—have been 
exactly paralleled by differences in preparation and scope of 
these supposedly similar functions. The type of audience and 
the ability of the speaker, however, are chiefly matters of 
thoughtful preparation and are likely to affect directly the 
results of the Forum, both in favorable attitudes and new 
business for the sponsoring institution. A poor speaker can 
miss the mark even with the best of local preparation for 
the event, and conversely a slipshod staging can handicap 
the most engaging “personalities.” 


The Forum technique—a method of presentation which has 
served many fields through the centuries since the great days 


242 


of Rome—is far too well proven to damn with faint trying, 
and its potential is undoubtedly far beyond that seen to date, 
It lends itself to an infinite variety of subject matter, forms 
of presentation, types of audience and purposes. For ex. | 
ample, the topic can be presented by such means as the | 
following: 


Individual Speaker 


Panel, using 
Discussion method or 
Quiz Program 


Visual Aids, including 
Chalk Talk or Flannel Board 
Slide Film 


Movie 
Dramatic Presentation 
(simple or elaborate) 
Audience Participation 
by Question-and-Answer 
by furnishing data for a typical 
“estate” to be discussed. 


In determining the selection of speakers, topics and ar- 
rangements, practical assistance is available in F.P.R.A.’s 
“Statistical Report on Women’s Finance Forums” by Car! 
A. Bimson, Executive Vice President, Valley National Bank, 
Phoenix, Ariz., and in A.B.A.’s Booklet No. 9 and Kit of | 
material for conducting Finance Forums. 


Among Mr. Bimson’s recommendations are these: 1. | 
Keep the forum simple; avoid both dissertations on fine | 
points and equally the “dear little woman” attitude. 2. Keep 
discussions and examples practical, giving basis of fact on 
which specific questions can be formulated. 3. Don’t under- 
estimate the value of local speakers (using the bank’s 
officers wherever possible) when “Mrs. Jones wants to 
go downtown and ask the outstanding authority about her 
specific problems.” 4. Give serious consideration to inviting 
women to bring their husbands. 5. For women, morning | 
hours are recommended, with evening sessions for business 
women and those with pre-school children. 


The following suggestions were offered at the’ annual 
Oklahoma Bankers Study Conference in October, by W. H. 
Dodson, Vice President, Federal National Bank, Shawnee: 

Consult your women first. 

Whatever your subject, the speaker is the thing (especially | 

true of the first speaker). 
Hear the speaker first, or follow judgment of bank with 
a successful forum behind it. 

Choose only those women who will, at some time or other, 
have definite use for the financial information you have 
to offer. 


A notebook-program with pencil attached that a woman 
can carry in her purse is a must . . . make it glamorous 
and appealing to a woman’s taste. 

The more bank employees used. the more good the bank 
will derive. 


Don’t “grind the bank axe”—present your forum as 4 


public service. 


Basic to the success of the most elaborate or the most | 
simple program is the Purpose. The Forum is not a device | 
for mass-production of sales interviews, nor does it offer 4 
short-cut around person-to-person consultation. What the 
Forum can do is to provide the best possible background 


(Continued on page 298) 
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IN THE NEWS 
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Trust Conference Committees 
Named 

The 26th Western Regional Trust 
Conference of the American Bankers As- 
sociation, to be held in Seattle, August 
13, 14, and 15. will be under the general 
chairmanship of Robert W. Sprague, 
vice president and senior trust officer 
of the National Bank of Commerce, 
Seattle. Victor R. Graves, vice president 
and trust officer of the Peoples National 
Bank of Washington. Seattle, has been 
named vice chairman. 

Trust Division President Joseph W. 
White also announced appointments of 
other conference committee chairmen, 
as follows: All are from banks in the 
state of Washington. 
vice 


Program—Reno +P. Ransom, 


president, Seattle-First National Bank. 

Publicity—Carl G. Dakan, trust offi- 
cer, Pacific National Bank, Seattle. 

Finance—Henry H. Judson, vice pres- 
ident and trust ofhicer, Seattle Trust and 
Savings Bank. 

Hotel and Registration—R. L. Brown, 
assistant trust officer, Bank of California 
N. A., Seattle. 

Entertainment—-Harvard Palmer, as- 
sistant vice president. Seattle-First Na- 
tional Bank. 


Frank W. Nolan, 


Transportation 


trust officer, National Bank of Com- 
merce, Seattle. 

Ladies’ Committee—-Mrs. Robert E. 
Lewis, c/o Pacific National Bank, 
Seattle. 

& &. & 


Member Bank Trust Earnings 
Reported 


Trust department earnings of $7,496,- 
000 for Boston member banks repre- 
sented a 10% gain over 1950, this ratio 
running second in the main categories 
of income classification. Trust depart- 
ment earnings of $7.531,000 for other 
First District banks represented a gain 
over 1950 of 16.3%, top rise for any 
category. 


The ratio of trust department gross 
earnings to total bank earnings in the 
Second District declined from 3.4 -per 
cent in 1950 to 3.1 per cent last year, it 
is reported by the Federal Reserve Bank 
of New York in a circular published 
last month. A separate breakdown for 
banks in Manhattan shows drops in each 
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category according to amount of depos- 
its. In the under-$100 million class, the 
percentage fell from 9.9 to 6.9; from 
$100 to $1,000 million, the decline was 
from 15.7 to 14.3; while in the largest 
group the reduction was from 10.2 to 
9.2. No dollar figures were revealed. 


Trust departments earnings in the 
Fifth District have maintained a rela- 
tively stable position throughout the 
postwar years, according to the March 
Monthly Review of the Federal Reserve 
Bank of Richmond. Dollar earnings 
from this source in 195] were $7.0 
million and 4.1 per cent of the total, 
compared with $4.7 million and 4.2 per 
cent in 1946. 

For the Tenth District the Federal 
Reserve Bank of Kansas City reported 
trust department earnings as 2.5 per 
cent of total earnings for 1951, falling 
off from 2.8 per cent in the previous 
year. 


AB SA 


Trust Development School 


annual of The 
Trust Development School sponsored by 
the Trust Division, Illinois Bankers As- 
sociation, in with the 
School of Commerce. Northwestern 
University, will be held on the down- 
town campus of Northwestern Univers- 
ity August 11 to 29. 

The subjects include the basic study 
of the laws of Wills, Descent and Trusts. 
and of Estate, Inheritance. Income and 
Gift Taxes. Emphasis is placed on the 
hows and whys of Estate Planning and 
on the practical aspects of selling the 
trust business through demonstrations 
and individual participation. 


The seventh session 


cooperation 


With the completion of the 1951 ses- 
sion, 134 men had been graduated from 
the course, among whom the ratio of 
full time trust new business men to 
trust administrative men was about 
equal. The faculty of 38 members is 
made up of Northwestern University 
professors, trust officers, practicing at- 
torneys who specialize in Wills, Trusts, 
Taxes and Probate matters, and spe- 
cialists in the fields of Public Relations, 
Sales, Advertising and Insurance. There 
are more faculty members than there 
are students, the reason being that every 
effort is made to obtain a specialist for 
each of the subjects of the curriculum. 
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Leaders Named for 
A.L.B. Conferences 


Leaders for the five departmental 
conferences during the 50th annual Con- 
vention of the American Institute of 
Banking, to be held in Houston June 
2-6, have been announced by President 
Alton P. Barr, as follows: 

Trust Business and _ Investments: 
Charles W. Hamilton, vice president 
and trust officer, National Bank of Com- 
merce, Houston. 

Bank Management and Operations: 
Frank M. Dana, vice president, Bank of 
America N.T.&S.A., San Francisco. 

Business Development and Advertis- 
ing: Edmund B. Welshans, president, 
Normandy (Mo.) State Bank. 

Credits: William R. Chapman vice 
president, Midland National Bank, Min- 
neapolis. 

Savings and Mortgage: Edward F. 
Damstra, cashier, Chicago City Bank 
and Trust Co. 








e +- 


Homer J. Livingston, President of the First National Bank of Chicago, was the first of 





738 officers and employees of the bank who donated blood when a Red Cross blood- 
mobile visited the bank on March 12, 13, and 14. The three-day program was sponsored 
by the bank’s American Legion Post No. 985 in cooperation with the American Red Cross. 
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PENSION and PROFIT-SHARING PLANS, 


ENSION AND DEFERRED PROFIT-SHAR- 
P ING PLANS can now be adopted by 
employers under wage stabilization con- 
trols, outside of the cash wage formulae, 
without undue restrictions. After over 
a year of indecision, the Wage Stabiliza- 
tion Board has adopted General Wage 
Regulation 21 (Feb. 22, 1952). The 
only restrictions of any consequence are 
that termination benefits, other than 
those for early retirement, permanent 
and total disability and death, must be 
deferred. Under pension plans such 
benefits must be deferred to normal re- 
tirement age (65) and under deferred 
profit-sharing plans distribution must be 
deferred 10 years after the employee’s 
admission to the plan. Such payments 
under pension plans must be payable 
at least over the lifetime of the employee 
while deferred profit-sharing payments 
must be payable over at least a 10 year 
period. 


The Salary Stabilization Board has 
not yet acted on pensions and deferred 
profit-sharing plans but it is probable 
that it will follow the same general 
procedure established by the Wage Sta- 
bilization Board. 


There are four main points in the 
new regulation, Sections 2, 3, 5 and 6 
(see boxes). They are more or less self- 
explanatory and require little interpre- 
tation. With the exception of the defer- 
ment of non-retirement, death and dis- 
ability benefits, practically all standard 
types of pension and deferred profit- 
sharing plans will qualify under the new 
regulations. It is understood, however, 
that there is some sentiment among 
W.S.B. members for placing a limita- 
tion on life insurance benefits under in- 
sured pension plans, that is, plans under 
which a specific benefit is provided, 
such as $1,000 for each $10 of monthly 
income. There is nothing certain on this 
point. Life insurance company and as- 
sociation representatives have conferred 
with W.S.B. members and it may be 
that a compromise will limit the amount 
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and was on the editorial staff of The 
National Underwriter for 19 years prior 
to the establishment of his present firm in 
1946. 





of life insurance to $1,000 for each $10 
of monthly income. In some cases, pen- 
sion plans have been adopted using 
ordinary life policies which have a less 
proportion of monthly income. 


Freedom of Selection 


In Regulation 21 and in an accom- 
panying statement by Nathan P. Fein- 
singer, W.S.B. chairman, was 
placed on the necessity for freedom of 
choice and the fact that existing plans 
are so varied that any attempt to es- 
tablish detailed criteria in terms of 
benefits, costs or a combination of these 
and other factors would hamper the 
selection of a plan best adapted to the 
needs of those concerned. 


stress 


This was undoubtedly a wise decision. 
The last available proposed draft, which 
the W.S.B. was considering before 
adopted the present more or less com- 
plete decontrol standard, had attempted 
to establish a single standard. Plans 
under that proposal could deviate from 
that standard if the cost was the same, 
using the same actuarial assumptions. 
Other even more complicated rules had 
been considered. The labor members of 
W.S.B. had favored complete decontrol 
from the start while the industry mem- 
bers opposed decontrol. The public 
members had been working out a com- 
promise with the labor members, as 
those two groups represented a majority. 


About twe weeks prior to the adop- 
tion of Regulation 21, the industry 
members had a change of heart. They 
decided that if certain pension stand- 
ards were established, such as cost or 
benefits, the unions would use them as 








“targets” and take the attitude that the 
W.S.B. says that employers should pro- 
vide pensions on this basis. The Regu. 
lation 21 in its final form came as a 
surprise to those who were not aware 
of this changed attitude on the part of 
industry members. 


Stabilizing Factors 


Regulation 21, in attempts 
to put employers and unions on an 
“honor by pointing out that 
there is a “widespread 
among employers and unions that such 
plans—because of their cost and long- 
term commitments—must be inaugur- 
ated or modified with great caution and 
only after careful planning. so that pru- 
dent judgment should operate as a par- 
ticularly strong stabilizing influence in 
this field.” 

Although Mr. Feinsinger cited the 
“unanimity” among the industry, labor 
and public members in the adoption of 
Regulation 21, the industry members 
subsequently issued a statement declar- 
ing that they had voted for the measure 
with “decided misgivings,” and_ their 
action “expressed not a conviction that 
this was not inflationary, but only a 
preference without enthusiasm for the 
lesser of two threats to stability.” The 
industry members then pointed out they 
had only two alternatives: 

1. To establish minimum safeguards 
against inflation and a considerable lati- 
tude for self-determination sel f-ad- 
ministration, or 


a sense, 


” 
system 
realization 


and 

2. To establish certain specific criteria 
which might immediately have become 
targets for the establishment of a_ floor 
rather than a ceiling for future negotia- 
tions. 

In adopting the first alternative, the 
industry members held that 
have far less inflationary impact than 
the _second.” The industry members 
also noted the freedom of choice state- 
ment in Regulation No. 21, pointing 
out that “freedom of choice ‘in choos 
ing a plan’ includes also the freedom 
of choice not to establish any plan.” 
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Effects of Regulation 


It is not probable that there will be 
any relaxation of cash profit-sharing 
regulations as long as the controls re- 
main in effect. This undoubtedly will 
encourage the establishment of deferred 
profit-sharing plans, even if they are 
not designed to meet retirement prob- 
lems. For those who consider the de- 
ferred profit-sharing regulation a 
method of siphoning off some profits for 
the benefit of employees 10 years from 
the installation of the plan, it is well 
to weigh the consequences. 


In the first place, retirement plans 
accomplish a definite business purpose. 
Although union emphasis on pensions 
may cause employers to think of retire- 
ment plans mainly as “gimme” devices, 
logic demonstrates that a funded retire- 
ment plan serves as a legitimate busi- 
ness investment. Consequently, it is wise 
to devise deferred profit-sharing plans 
primarily as retirement plans. In other 
words, payments under the 10 year de- 
ferment provision should not be made 
to active employees. 


The deferment of termination bene- 
fits under pension plans to 65, or re- 
tirement age, and the deferment of 
benefits under the profit-sharing regula- 
tions present administrative problems. 
It appears only logical that the W.S.B. 
will have to make some allowance for 
minimum hold a_ small 
sum for a long period of years would 
complicate administration and would 
not have any inflationary significance. 
Most currently existing plans which 
provide for the deferment of termination 
benefits have minimums and/or give 
the trustees some discretion in paying 
benefits in cash if they feel the sum is 
too small to defer. Under negotiated 
plans there is a tendency to provide 
more or less immediate eligibility for 
participation which, in turn, if there is 
vesting, points up the minimum prob- 
lem. 


amounts. To 


Vesting Problems 


lf wage controls remain in effect for 
any length of time, the new deferment 
provision may result in attempts by 
trust and insurance companies to solve 
the transferability of vested benefits 
problem. The fact that social security 
does provide for the transferability of 
vested benefits is a plus factor in any 
argument on private pension plans ver- 
sus social security. Consequently, the 
system of private pension plans will be 
strengthened considerably if such a 
transferability plan can be established. 
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PERTINENT TEXT OF GWR 21 
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(SECTION 2) 
VEW OR AMENDED PENSION PLANS 


Parties wishing to establish a new pension plan, or to amend an existing pension 
plan, may do so without prior Board approval, subject to the reporting and waiting-period 
provisions of Section 5 below, and provided that the plan meets the following requirements: 


(a) The normal retirement age under the plan shall be at least age 65. The retire- 
ment benefit for an employee who retires prior to normal retirement age shall be: 

(1) Reduced in an amount which takes account of the additional years of service 
the employee would have accrued had he remained in service until normal retirement 
age (except in the case of unit benefit plans whose formulas apply only with respect 
to service until the time of early retirement) ; and 

(2) Appropriately reduced actuarially unless the payment of the benefit is de- 
ferred until normal retirement age (except in the case of early retirement for permanent 
and total disability) ; and 

(b) Benefits, except death benefits, shall be payable at least over the lifetime of 
the employee; and 

(c) Any benefits for employees whose employment terminates prior to retirement, 
derived from employer contributions, shall not carry a cash surrender value to the 
employee and shall be deferred to the normal retirement date. 


(SECTION 3) 
PROFIT-SHARING PLANS OF THE DEFERRED COMPENSATION TYPE 


Parties may, subject to the reporting and waiting-period provisions of Section 5, 
below, put into effect new or amended profit-sharing plans, approved by the Bureau of 
Internal Revenue under pertinent regulations, which provide for the payment of benefits, 
derived from employer contributions, upon retirement for reasons of age at or after 
age 65, or upon retirement due to permanent and total disability, where such payments 
are payable over at least a 10-year period. A plan may also provide for benefits payable 
upon severance provided that: 

1. Payments under such plan do not begin until at least 10 years after an employee’s 
admission to the plan, and 

2. Payments are payable over at least a 10-year period. No immediate benefit 
derived from employer contributions may be provided in the form of a lump sum cash 
or loan yalue except in the event of the employee’s death. 


(SECTION 5) 
REPORTING AND WAITING PERIOD PROVISIONS 

(a) The parties shall file details of the plan, on a prescribed form, directly with 
the Wage Stabilization Board, Washington 25, D. C., and they will be notified by letter 
that the report has been received. 

(b) Unless the parties receive a further communication pertaining to such plan 
from the Board within 30 days from the date of the acknowledgment letter, they may 
put such plan into effect as of the effective date of the plan. However, final approval 
of the plan is conditioned upon compliance with the provisions of Section 6 below. 

(c) Reperts of plans which do not satisfy the requirements of Sections 2, 3, or 4, 
or which may appear, on preliminary review, to be unstabilizing, shall be treated as 
petitions for Board approval, and the parties notified accordingly. Such plans may not 
be put into effect unless and until the parties receive notification of Board approval. 


(SECTION 6) 
APPROV ABILITY OF PENSION PLANS UNDER INTERNAL REVENUE CODE 


Any pension plan which meets all the requirements of this Regulation, although 
it may be put into effect, shall not be considered finally approved under this Regulation 
unless and until approval is secured under the appropriate sections of the Internal 
Revenue Code. 
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There are several area-wide pension 
plans, such as those inaugurated by the 
United Automobile Workers-CIO in To- 
ledo and Detroit. The National Health 
& Welfare Retirement Association. 
which provides pensions for family 
welfare organizations and other semi- 
public groups, permits transferability 
where the employee goes from one mem- 
ber agency to another. There are other 
examples of employer association and 
union plans. However, they are all lim- 
ited to those participating in the pro- 
gram. It would appear that central de- 
positories could be established for “or- 
phaned” accounts. including benefits 
provided under plans prior to their 
termination. There are obvious obstacles 
to be overcome. 


The W.S.B.’s deferment of termina- 
tion benefits to 65 in case of pensions 
may serve a sound purpose in checking 
the recent trends to early vesting. Fund- 
amentally, a pension plan is designed to 
provide retirement benefits. Any depart- 
ure from that principle either adds to 
the cost of the plan or reduces the 
amount available for retirement bene- 
fits. There are sound arguments for 
vesting but it is essential to establish a 
proper balance between retirement and 
non-retirement benefits under a pension 
plan. There is no single answer to the 
problem but caution should be observed 
in deviating from the prime purpose 
of providing retirement benefits. Too 
often early vesting is included to gain 
the good-will of the younger employees. 
instead of taking the time and effort 
to educate them on the fundamental 
long-term objectives of a pension plan. 
The “package” approach to pension 
planning needs to be reappraised. in- 
cluding the wisdom of providing vari- 
ous auxiliary benefits. 


Approval Policy 

If the W.S.B. adheres to its avowed 
attitude of freedom of choice, as ex- 
pressed in Regulation 21, there should 
be few complications in designing and 
securing approval of soundly conceived 
pensions which recognize the principle 
of deferment of cash termination bene- 
fits. The administration by the W.S.B. 
of its health and welfare resolution pro- 
vides a fair indication of what will 
happen under its pension regulation. 
There was considerable agitation among 
the insurance companies regarding a 
number of points in the group resolu- 
tion. These were ironed out in informal 
conferences. The latest report from the 
W.S.B. shows that it has processed 4,481 
petitions for approval of health and wel- 
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fare plans, of which only 150 were held 
up for review by the special panel. Al- 
though 30 days automa'ic approval is 
provided under the health and welfare 
resolution,.the same as for pensions, the 
W.S.B. has been acting on a majority 
of the pensions within 10 days. 

In its deliberation on pension regula- 
tions, the W.S.B. became fairly familiar 
with the problems of superimposing a 
new set of rules and regulations upon 
those of the Treasury Department. As 
Section 6 calls for approval by the 
Bureau of Internal Revenue. there un- 
doubtedly will be a tendency to lean 
heavily on the Bureau’s experience. 


Approval Form Issued* 


Advance copies of the new pension 
and profit-sharing approval Form No. 
502 have been issued by the Wage Sta- 
bilization Board. In addition to the 
usual questions about the employer, the 
number of employees and union affili- 
ations, the following specific questions 
are asked in regard to pensions: 

1. Is normal retirement age for any em- 

ployee less than 65? 


2. Does the plan provide for retirement 
prior to normal retirement age (except 
for permanent and total disability) with- 
out reducing benefits as provided in Sec. 


2 (A) of GWR 21? 


3. Are any benefits resulting from em- 
ployer contributions, other than death 
benefits, payable over period shorter than 
life of employee? 


4. Upon termination of employment, may 
benefits resulting from employer contribu- 
tions be paid prior to normal retirement 
age? 


5. Do any benefits resulting from em- 


*Since original preparation of this article. 
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ployer contributions carry cash surrender 
or loan value to employee? (If “Yes”, en. 
close copy of contract or other documents 
through which this is provided). 


6. Does plan provide death benefits other | 


than return of employee’s contribution? 


7. State briefly benefit formula, includ. | 
ing minimum benefits, for (A) normal age | 


retirement, and (B) permanent and total 
disability. 

8. Describe employee contributions form- 
ula (if none, write “None’’). 
The questions under Profit-Sharing 

are: 

1. Is normal retirement age for any em- 

ployee less than 65? 


2. Does plan provide for retirement prior 
to normal retirement age (except for perm- 
anent and total disability) ? 


3. Upon termination of employment, may 
benefits resulting from employee contri- 
butions begin earlier than 10 years after 
employee’s admission to plan? 

4. Are any benefits other than death 
payable over period of less than 10 years? 

5. Describe employee _ contributions 
formula (if none, write “None”). 


6. Describe formula for employer con- 
tributions and basis of allocation to em- 
ployees. 

There is also a section for reporting 
data for plans exceeding requirements 


of Section 2 or 3 of GWR 21. 
No Gold Rush 


To date there 
emphasis by unions to justify some ill- 
advised they 
stage drives for pensions. Announce- 


has been no undue 


predictions that would 
ments of the new regulation in union 
publications have been restrained and 
there little 
“now. we are out to get them” attitude. 


has heen indication of a 

The high tax situation will encourage 
employers to adopt pension and deferred 
profit-sharing plans. especially when 
they review their long term employee 
obsolescence problem. Thinking on pen- 
sions has been confused by uninformed 
statements growing out of union de- 
mands and compulsory retirement pro- 
visions. In the last analysis. every em- 
ployer who expects to stay in business 
will find that a well planned funded 
pension program is sound business, re- 


gardless of any altrustic factors. 
A A A 
Grace Moore Left $231,039 


Grace Moore, opera singer and film 
star who was killed in a plane crash 
in 1947, left a net estate of $231,039, 
according to an estate tax appraisal 
filed last month in New York. The gross 
estate was $286,535 including jewelry 
valued at $53,505. The principal bene- 
ficiary was Valentine Parers, husband of 
Miss Moore. 
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nN Trusts AND Estates for February 

1952, there was printed the substance 
of a paper, “What the Trust Department 
should tell its Customers,” delivered 
at the Mid-Winter Trust Conference that 
month. In the course of those remarks, 
reference was made to a statement dis- 
tributed by The First National Bank of 
Chicago to present customers. It was 
asserted that the objective was to give 
“accurate, prompt and clear” account- 
ings. 

The importance of this objective to 
trustmen throughout the country has 
been most clearly emphasized in the 
large number of inquiries that have been 
addressed to us from all over the coun- 
try following the appearance of that 
article. This is an attempt to amplify 
and clarify by visual presentation the 
generalizations that have aroused so 
much interest. 


We had in the beginning two things 
in mind: (a) we wanted a statement 
that the average customer could under- 
stand; (b) we wanted our own people 
to be convinced that the final product 
would meet as many possible needs as 
they could foresee. This led us to a some- 
what startling discovery. We found that 
neither our men nor our customers 
cared for ruled forms. Next, we dis- 
covered that it was possible by the use 
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Report for Trust Customers | 


A SIMPLIFIED STATEMENT TO BENEFICIARIES 


THOMAS H. BEACOM 


of tabulating equipment to inscribe a 
copy of our ledger records on a plain 
sheet of paper with no captions and no 
headings. 

We had forgotten that the use of 
columnar arrangement, codes, abbrevia- 
tions and symbols had originally been 
prompted by the need of those things 
for internal control purposes and to a 
large extent been dictated by the me- 
chanical limitations of the type of ma- 
chinery we were then using. We then 











found that by using only part of the 
punched cards when reporting to cus- 
tomers, we could eliminate many of the 
details that, however useful for us, were 
confusing to an outsider. 


We provide for the first statement a 
leather, ring’ binder on the face of 
which there is an imprint of the bank’s 
insignia, but otherwise no distinguish- 
ing identification mark. On the first page 
(illustration No. 1) we have a cut of 
the conference room in which our Trust 
Investment Committee regularly meets, 
and we show, on a letter size, rag bond 
paper of distinctive blue-gray color, 
that the material is a statement from 
our bank of the account of the individ- 
ual who is to receive it. 


Vice President, The First National Bank of Chicago 


The first page of the account itself 
(illustration No. 2) summarizes the 
transactions that have occurred in the 
trust since the last previous statement 
date. We start with the balances of in- 
come and principal on hand at the close 
of the last statement rendered and then 
total the receipts for the period indicated 
in the caption. Next is shown the total 
of the payments made from income and 
from principal, leaving the balances of 
cash for the close of the period in a 
figure that can be quickly recognized. 

Under that cash summary we itemize 
the security changes that have been 
made in the period covered by the state- 
ment. Then chronological 
order. the details of the fiduciary’s activ- 


follows, in 
ity. The report will show. for example. 
under date of January 4. 
this kind: “75e per share payable 1-3-50 
on the Sample a s capital $25 
par stock—$270.37.” 


When all of the income receipts repre- 


an entry of 


cash dividends on stocks, inter- 
mortgages or contracts, 
have been listed, there is indicated 
by an asterisk the total collected during 
the period. This figure must correspond 
to the summary total the 
first page. It is mechanically reproduced 
on the tabulating machines as the cards 
are run. 
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Next there follows in chronological 
order each income payment that has 
been made during the period with a 
total at the end (that again must cor- 
respond to the total on the first page). 


Next there are shown, in order, the 
principal cash receipts followed by the 
principal cash disbursements, and at the 
end there is repeated the period for 
which the numbered pages have ac- 
counted. 

If the securities are listed, they are 
shown under a _ caption reading - 
“Shares of stock,” followed by such un- 
abbreviated descriptions as “500 Sample 
Company common no par stock.” We 
no longer attempt to show values as, 
if those figures are needed or desired, 
they can be added under any one of 
several headings: we can show, if neces- 
sary. the current market value, the cost 
value, or the individual par totals. We 
had been using, for internal control 
years, a 
which caused us to carry no par stock 


purposes for many system 
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at an arbitrary figure of $1.00 per 
share, and all other shares at their 
stated par figures. As a result, we would 
show on a statement 50 shares of no 
par value stock at $50 and 50 shares 
of $100 par stock at $5.000. Each block 
might have cost $2.500. Our customers, 
not understanding (despite explanatory 
foot-notes) the purpose of the arbitrary 


| valuations, often mistook them for cost 
| figures or market values. As a result 


we had almost never-ending confusion 
created in the minds of some of our 
less experienced beneficiaries. This diffi- 
culty has obviated. When 


now been 


| bonds are described. the detail is quite 


complete (as indicated in No. 3). 


In accounts where we manage invest- 
ments for others and give investment 
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opinions (what we call Supervised 
Agencies) the form of statement is 
somewhat different (illustration No. 4). 
Here the income transactions and prin- 
cipal transactions are shown in parallel 
columns in chronological order. We 
start, of course, with the balance on 
hand at the date of the last statement; 
then follow with the additions and sub- 
tractions that occur day by day in con- 
nection with both income and principal 
cash. In this kind of account our state- 
ments as a rule go out quarterly but, 
if desired, they can be put on a monthly 
schedule since the statement of the 
account is kept up to date currently with 
entries on the individual ledgers. 


This description covers the bare es- 
sentials of the end product of some very 
modern mechanical tabulating ma- 
chines. while the machinery seems com- 
plex, the end product is very simple. 
The administrative controls are firm and 
the accuracy of the electronic devices 
used inevitably inspires confidence. A 
vast amount of proofreading has been 
eliminated since the essential point in 
all tabulating work is that the initial 
record be correct: if there is no mistake 
in the first card there will be none in 
the work that it generates. ‘Great care, 
therefore, is taken with proofreading. 


There is no single form of statement 
which will completely satisfy all cus- 
tomers. If the customer wants a state- 
ment that will show how much the cash 
balance in his account amounts to from 
day to day, our form of trust statement 
will not meet his desires. However, we 
are not confined to the limitations of 
any ruled form and if it is essential to 
show the transactions day by day with 
the balances of each day indicated, we 
can adapt for the trust customer the 
type of statement we render to the 


agency accounts. So far. we have had’ 


no requests to change the pattern. 


Many of our beneficiaries are women 
unfamiliar with business terms that the 
average man could be expected to un- 
derstand; for example. an abbreviation 
such as “conv.” for “convertible” or 
“cum.” for “cumulative” would be sat- 
isfactory for any broker but would very 
often be incomprehensible to a widow. 
Finding we had room enough to punch 
out the full word “convertible” and the 
full word “cumulative,” we use, in most 
cases, the full words in the description 
of such assets. We have reason to be- 
lieve that the time of a typist given 
once to this work is more than counter- 
balanced by the time saved later for 
the officers who formerly had to serve 
as translators for the customer. 
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Trust Council Activities 


March meetings of Life Insurance 
Trust and Estate Planning Councils 
were reported to T.&E. as follows: 


Arizona: Officers for The Estate Plan- 
ning Council for 1952 are: 


President: William W. Clore, State 
Agency Manager, New England Mutual 
Life Ins. Co. ; 


Vice Pres.: William H. Messinger. 
Esq., Cunningham, Carson, Messinger 
& Carson. 

Sec.: Arleigh R. Burton, CPA, L. N. 
Treadway and Associates, Luhrs Build- 
ing, Phoenix. 


Treas.: Frank L. Gibson, trust officer, 
Valley National Bank, Phoenix. 


Atlanta: 27th—Over 150 underwrit- 
ers, lawyers, accountants, trust officers 
and businessmen from _ throughout 
Georgia heard Joseph Trachtman, New 
York legal editor of Trusts anp Es- 
TATES, point out the advantages of 
planning an estate with the Federal 
Revenue Act as a guide in order to 
leave the maximum amount to benefici- 
aries. He also stressed the value of life 
insurance to provide immediate cash 
and thus prevent shrinkage due to sacri- 
fice sales of property. 

St. Petersburg (Fla.): An Estate 
Planing Council was organized on Feb- 
ruary 14th with the following chosen 
as officers: 

Pres.: Robert J. Shingler, Esq. 

Vice Pres.: Thomas R. Nagle, life 
underwriter. 

Sec.: Charles R. Holley, estate plan- 
ning officer, Union Trust Co. 

George B. Curry, Jr., CPA. 


Treas.: 





28th—The Council held 
its annual Open Meeting at the Brown 
Hotel in conjunction with the Louis- 
ville Chamber of Commerce. Robert R. 
Girk, attorney from Indianapolis, spoke 
on “Diminishing the Impact of Taxes 


Louisville: 


by Estate Planning.” Including the 
members of the council, there were 310 
people present. The meeting received a 
dozen inches of publicity in the local 
press. 


Philadelphia: 27th—Advanced estate 
planing ideas were considered by a 
panel of experts led by A. C. F. Fink- 
biner of Northwestern Mutual Life. 
Speakers were W. A. Dill of Provident 
Trust Co., W. T. Fleming of Phoenix 
Mutual Life, F. R. Griffin, Jr., of Con- 
necticut Mutual Life, and B. D. Smith 
of Fidelity- Philadelphia Trust Co. 
Topics discussed included buy-sell agree- 
ments with life insurance, capital trans- 
fers, inter vivos trusts, and skip-genera- 
tion insurance plans. 


Pittsburgh: 24th— United States Sen- 
ator Everett M. Dirksen of Illinois an- 
alyzed the State of the Union before a 
joint meeting which included the Alle- 
gheny County Bar and Corporate Fi- 
duciaries Associations, Life Managers 
Association of Pittsburgh and the local 
chapter of the Pennsylvania Institute of 
Certified Public Accountants, this mark- 
ing the first occasion on which the 
Council met with the latter as a group. 


El Paso: A new Estate Planning 
Council was formed on January 4th, 
with the following slate of officers: 

Pres.: Allen Bruce, pres., El Paso 
Chapter, American Society of Chartered 
Life Underwriters. 

Vice Pres.: Harold Potash, pres., El 
Paso Bar Assn. 





Officers and guest speaker at March 27th meeting of Life Insurance Trust Council of 

Atlanta (1. to r.): Treasurer Paul Burt, Pacific Mutual Life; Vice President Lewis Bunte, 

Northwestern Mutual Life; President Virlyn B. Moore, Jr., Fulton National Bank; speaker 

Joseph Trachtman, New York mys ee? Wallace Montgomery, Trust Company 
of Georgia. 
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Sec.: William F. Mayhall, C.P.A, 
Mills Building. 

Treas.: Joseph F. Nelan, trust officer, 
El Paso National Bank. 





Fort Worth: 17th—Thomas O. Shel. | 


ton, Dallas attorney, spoke on “Gifts | 


and the Division of Family Income,” 
presenting a check list of the points to 
consider and dangers to avoid with par- 
ticular reference to the income and gift 
tax consequences. 


A A A 


Hoosier Trust Conference 


Bank presidents could not boast of 
their strong and progressive institutions 
and revel in their success were it not 
for the vital role the trust department 
plays in making them so, said J. B. 
Crosby, president of Indiana Bankers 
Association, at the Association’s Trust 
Conference held at Indianapolis March 
24-25. “Without a good, dependable 
trust department, it would be like our 
sitting on a tottering two-legged stool 
without the confidence and trust of our 
customers, those.things which serve as 
the sturdy third leg.” said Mr. Crosby 
who is president of the First-Citizens 
Bank and Trust Co. of Greencastle. 

Following Mr. Crosby’s remarks, a 
panel of trustmen, led by John M. Zuber, 
vice president and trust officer of the 
American National Bank of Indianapolis, 
considered subjects for future legisla- 
tion. Participants were: Donald S. Mor- 
ris, vice president and counsel of Flet- 
cher Trust Co.; Russell G. Isenbarger, 
president of Merchants Trust Co., Mun- 
cie; Earl G. Schwalm, vice president 
and trust officer of Lincoln National 


Bank and Trust Co., Fort Wayne; and | oats 


L. O. Titus, vice president and trust 
officer of American Trust Co., South 
Bend. 

The first afternoon session was de- 
voted to trust investments, with ad- 
dresses by Murray C. Trescott, vice 
president of First Bank and Trust Co. 
South Bend, and W. Brewster Winton, 
investment trust officer of Chemical 
Bank & Trust Co., New York. These 


papers are summarized at page 288. 


The second morning meeting was 
taken up by another panel discussion, 
this on trust charges in Indiana. Under 
the leadership of M. G. Berges, trust 
officer of the Old National Bank of 


Eee 


Evansville, the following vice presidents J 


trust officers from various sections of the 
State told what and how their respective 
banks would charge on certain hypo 
thetical accounts: B. B. Clark, Gary 
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National Bank; John T. Royse. Mer- 
chants National Bank. Terre Haute: 
Charles H. Beutter. St. Joseph Bank and 
Trust Co., South Bend: and William 
Ss, Ritman. Indiana National Bank, In- 
dianapolis. 

The closing feature of the Confer- 
ence—the luncheon presided over by 
Trust Committee Chairman J, Albert 
Smith who is senior vice president and 
trust officer of Fidelity Trust Co., In- 
dianapolis—was marked by a frank dis- 
cussion of how to increase trust depart- 
ment profits. This talk, by Maynard D. 
Conklin, tax consultant for The Cham- 
pion Paper and Fibre Co. of Hamilton, 
Ohio, is published at page 304. 


A A A 


Bar, Underwriter Relations 
Highlighted at Kansas Trust 
Meeting 


Public Relations programs on_ the 
behalf of the Bar and of trust compan- 
ies are not one-way streets, according 
to John E. Blake. vice chairman of the 
Kansas Bar Association’s Public Rela- 
tions Committee. Speaking at the annual 
meeting of the Kansas Bankers Associa- 
tion Trust Conference held March 27th 
in Kansas City where he practices, Mr. 
Blake declared that each group must 
have a clear understanding of the prob- 
lems and programs of the other and a 
consequent willingness to cooperate. 
Reviewing a number of writings on 
the subject of bar-trust company rela- 
tions, Mr. Blake quoted from the ad- 
American Bar Association 
President Howard L. Barkdull and Mayo 


A. Shattuck before the last Mid-Winter 


dresses by 


. Trust Conference. published in the Feb- 


ruary issue of T.&E. In urging adher- 
ence to the long standing Statement 
of Policies* of trust institutions of 
greater Kansas City to avoid misunder- 
standings, Mr. Blake pointed to the ex- 
perience in other localities, such as Cali- 
fornia, Cleveland and Minneapolis. 
where agreements have been in effect. 

Trust institutions could well maintain 
an educational or public relations pro- 
gram beamed to the lawyers so that they 
will understand the functions and ser- 
vices offered. Mutually profitable coop- 
eration could then be expected for, Mr. 
Blake concluded. any lawyer worthy of 
the name desires to present the best pos- 
sible advice for his client’s interests. 

The role of underwriter in 
planning was discussed by Robert H. 
Gardner, C.L.U., general agent of Mass- 
achusetts Mutual Life Insurance Co. in 
Wichita. This was divided into seven 
functions: 


estate 
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1. To acquaint the public with the 
need for estate planning and to induce 
specific individuals to follow the process 
necessary to develop an estate plan. 


2. To make the initial analysis which 
will later be considered by the client, 
his lawyer, trust officer, accountant and 
tax consultant. and from which the final 
details of the plan will be worked out. 


3. To give advice on questions per- 
taining to life insurance. 


4. To explain the characteristics of 
life insurance as property that make it 
desirable in many instances and abso- 
lutely necessary in others. 

5. To provide such new policies as 
may be required, of the proper kind, in 
the proper amount. and issued in such 
a way as to accomplish the purpose for 
which they are purchased. 

6. To procure such changes in con- 
nection with type of policy, beneficial 
arrangement. and settlement options as 
may be needed in the client’s existing 
insurance. 

7. To follow up from time to time to 
see that the plan is kept up-to-date. 


Mr. Gardner expressed the belief that 
if underwriters knew that  trustmen 
would not discourage the purchase of 
insurance in proper cases nor introduce 
competitive underwriters in specific 
cases, they would have no hesitation in 
leaving their prospects in the trust offi- 
cers hands and there would be no ques- 
tion of cooperation. On the other hand. 
he was frank to point out that too fre- 
quently insurance men are determined 
to sell their commodity regardless of 
the need for it. With these few individ- 
uals the trustman should not work at all. 


For those equipped by training and 
knowledge to work up satisfactory es- 
tate plans. Mr. Gardner indicated that 
the best practical approach to the job 
would be along the lines developed by 
his office. Illustrating this technique 
with forms, he described a_ system 
whereby the estate is put through a 
hypothetical probate to uncover the 
difficulties that would actually be en- 
countered by the executor when the 
client died. Corrective recommendations 
resulting from an analysis of these con- 
ditions would then be checked through 
another hypothetical probate which 
would reveal any new weaknesses and 
furnish a basis for dollar-comparison of 
the effectiveness of the rearrangement. 
The finally determined corrective pro- 
cedures are then presented in a written 
report for the consideration of the client 
and his other advisors. 





TRUST FOR SHRINERS 


Thomas C. Law. President of Law and Co., 
Consulting Chemists of Atlanta and Past 
Imperial Potentate of the Shriners, pre- 
senting check for $250,000 from The Shriner’s 
Hospital for Crippled Children, to James 
C. Shelor, vice president of Fulton National 
Bank, Atlanta, for the establishment of a 
trust fund with the Bank. The bank is 
authorized to invest the proceeds in secur- 
ities approved by the Imperial Council. The 
net income will be turned over to the 
Hospital Board of which Mr. Law has been 
a member for 15 years for the maintenance 
and operation of 17 units in the Shriners 

Hospital chain. 


Referring to the well known and com- 
pelling reasons in favor of “substantial, 
well financed and carefully controlled 
corporate trustees.” Mr. Gardner con- 
cluded with a plea for closer collabora- 
tion between the underwriters and fi- 
duciaries. 

Manuscripts of the other addresses at 
the meeting, which was presided over 
by Trust Division president Milton F. 
Barlow, executive vice president of 
Johnson County National Bank and 
Trust Co., Prairie Village, were not 
available. In these talks, Burns W. Swen- 
son. vice president of Northwestern Na- 
tional Bank of Minneapolis. discussed 
the acquisition of new trust business. 
while W. Dale Critser, vice president of 
Fourth National Bank in Wichita, de- 
scribed finance forums for men. 


a 2 @ 


Bank Host to Bar 


On March 18 Princeton (N.J.) Bank 
and Trust Co., gave a dinner at the 
Princeton Inn for the Princeton Bar 
Association. Twenty members of the 
association attended, together with Mr. 
Justice Oliphant of the New Jersey Su- 
preme Court, a former director of the 
bank. No formal program was arranged, 
as the purpose of the dinner meeting 
was to further better acquaintance be- 
tween the senior officers of the bank 
and the Princeton lawyers. Informal dis- 
cussions after dinner explored the areas 
within which lawyers and trust officers 
can co-operate, complementing each 
other’s specialized field, to the advan- 
tage of both; as well as the public. 
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On 


CANADIAN DEATH DUTIES 


merican ee 


J. de M. MARLER, Q.C. 


McMichael, Common, Howard, Ker & Cate, Montreal, Canada 


LL OF THE PROVINCES OF CANADA 
had by 1941 adopted one form or 
another of succession duty legislation. 
In that year, under the strain of World 
War II and perhaps to tighten the ap- 
plication of existing tax laws of other 
kinds, the Dominion entered the field 
with The Dominion Succession Duty 
Act, applicable to the estates of all per- 
sons.dying on or after June 14, 1941, 
and who either were domiciled at the 
time of death in Canada or whose suc- 
cessions (as defined) comprised property 
situated in Canada. Until the end of 
1946, the Dominion Act and whatever 
provincial act or acts that happened to 
apply operated side by side, the rates 
of Dominion duty being very slightly 
less than the provincial rates. 


In 1947 agreements were negotiated 
between the Dominion and all ' the 
provinces except Quebec and Ontario’ 
pursuant to which the contracting 
provinces, in return for the payment by 
the Dominion of certain annual amounts, 
withdrew (until March 31, 1952) from 
the succession duty field.? Concurrently, 
with effect from January 1, 1947, the 
rates of Dominion duty were doubled 
and, in order that such increase in rates 
should not have discriminatory effects 
in Quebec and Ontario, a provision was 
inserted in the D.S.D. Act permitting 
the deduction from Dominion duties, 
up to fifty per centum thereof, of the 
provincial duties payable with respect 
to such succession. 


Incidence of Dominion Tax 


The D.S.D. Act imposes duty, in the 
case of a decedent dying domiciled in 
Canada, regardless of his nationality, in 
respect of the succession to all his per- 
sonal property wherever situated and 
his real or immoveable property in Can- 
ada; and in the case of a decedent 
dying domiciled outside of Canada, 
” tAnd except Newfoundland which only became 


part of Canada in 1949, in which year it came to a 
similar agreement with Canada. 

%It is believed that the term of these agreements 
is about to be extended, according to Finance 
Minister Abbott’s statement of April 8. 
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JOHN DE MONTMOLLIN MARLER, Q.C., 
who prepared this article at the request 
of TRUSTS AND ESTATES, is a brother of 
the late Sir Herbert Marler, K.C., M.G., 
one time Canadian Minister to the United 
States. With degrees of Bachelor of Arts 
and of Civil Law from McGill University, 
he was called to the Bar in 1932 and 
joined his present firm. Mr. Marler left 
practice in 1940 for service with the 
Royal Canadian Artillery and _ subse- 
quently the Staff of the Canadian Army. 
Since resuming practice in 1946, he has 
largely devoted his attention to estate 
matters and. especially death duty prob- 
lems. In February 1951 he was appointed 
King’s Counsel. 


again regardless of nationality, in re- 
spect of the succession to all property 
situated in Canada. It will be seen that 
the attachment of the tax depends upon 
the domicile of the decedent in Canada 
or the situs of the property in Canada 
and that nothing turns upon the nation- 
ality of the decedent. “Succession” is de- 
fined to mean: 


“every past or future disposition of proper- 
ty, by reason whereof any person has or 
shall become beneficially entitled to any 
property or the income thereof upon the 
death of any deceased person, either im- 
mediately or after any interval, either 
certainly or contingently, and either origin- 
ally or by way of substitutive limitation, 
and every devolution by law of any bene- 
ficial interest in property, or the income 
thereof, upon the death of any such de- 
ceased person, to any other person in pos- 
session or expectancy, and also includes 
any disposition of property deemed by 
this Act to be included in a succession.” 


Dispositions deemed to be included 
in a succession cover, among others, 
transfers in contemplation of death, do- 
nations causa mortis, gifts made within 
the three years prior to death, gifts 
whenever made when actual and bona 
fide possession and enjoyment of the 
property given has not been assumed 
by the donee or by a trustee for the 
donee at least three years before the 





death of the deceased and thenceforward 
retained to his entire exclusion. 


In the case of non-resident estates, 
the mere existence of a “succession” js 
not sufficient to attract duty. There must 
be property situated in Canada which 
is, or is deemed to be, comprised in a 
succession. Where there is such property, 
the tax attaches regardless of the fact 
that the decedent and the successors re- 
side outside Canada or that the disposi- 
tion was made and carried into effect 
outside Canada. 


Situs Clarified by Convention 


The formerly vexed question of the 
situation for succession duty purposes 





of property has been largely settled, s0 | 


far as American estates are concerned, 
by the provisions of the Convention be- 
tween Canada and the United States.’ 


The following classes of property, which | 


appear to be most usually held by Amer- 
ican estates, have their situs in Canada: 


(i) Shares, stock, bonds, debentures 
or debenture stock 


ern 


RE be 


overs 


(including any such | 


property held by a nominee, whether the | 


beneficial ownership is evidenced by scrip 


certificates or otherwise) in a company 
incorporated in Canada; 
(ii) Bank accounts kept at any Cana- 


dian branch of any bank; 


(iii) Immoveable property and tangible 
moveable property physically located in 
Canada; 

(iv) Moneys payable under a policy of 
insurance or under an annuity contract, 
whether under seal or not, where the policy 
or contract provides that the money shall 
be payable in Canada or, if there is no 


such provision, if the insurance company 
is incorporated in Canada; 
(v) Debts, including bills of exchange 


and promissory notes, whether negotiable 
or not, whether secured or unsecured, and 
whether under seal or not (excluding the 
forms of indebtedness for which specific 
provision is made) if the debtor was at 





%Convention between Canada and the United 
States of America for the Avoidance of Double 
Taxation and the Prevention of Fiscal Evasion in 
the Case of Estate Taxes and Succession Duties as 
modified by the Supplementary Convention dated 
June 12th, 1950, proclaimed to be in force in Can- 
ada as of December 15th, 1951, applicable in Can- 
ada to estates opening on or after November 21, 
1951. 
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the time of death resident in Canada or, 
if incorporated, is a Canadian Company.* 


Rates on American Estates 


So far as American estates are con- 
cerned, rates of Dominion succession 
duty are calculated as follows: 

(i) The Initial Rate, which depends 
upon the value at date of death’ of the 
property in Canada after deduction 
thereform of an allowance (in the pro- 
portion which the value of the Canadian 
property bears to the value of the prop- 
erty wherever situate) for debts and en- 
cumbrances, including reasonable funer- 
al expenses and probate or other like 
court fees, but not including the charges 
of attorneys. The value, so adjusted, of 
the Canadian property is called the ag- 
gregate net value. The Initial Rate, which 
increases as the aggregate net value in- 
creases, ranges from 3‘~, on the Cana- 
dian estate of between $50,000 and 
$150,000, to 20% on Canadian estate 
of $5,000,000 and over: and 

(ii) The Additional Rate, which de- 
pends upon (a) the value of the inter- 
est of each beneficiary in the Canadian 
property and (b) the relationship to the 
decedent of each beneficiary. The Ad- 
ditional Rate increases as the value of 
the interest and remoteness of relation- 
ship increases, ranging from 2% to 
34%. 

\ aluation 

The of the interest of a 
legatee of the ownership of property 
requires little comment; the only prob- 
lem is to determine the fair market 
value of the property. The market value 
of any stock which is listed on any 
stock exchange, or, if not so listed, on 
which a price or quotation is obtainable 
from financial journals or registered 
stock brokers. is the closing price or 
quotation on the day of death, or, if 
there is none on such day, then on the 
last preceding day on which there is a 
closing price or quotation. 


valuation 


In valuing real property, its character. 
annual net revenue, location and condi- 
tion are taken into account. together 
with prices of sales of other property in 
the neighborhood and general economic 
conditions existing at the time of death. 

\ aluations made in Canadian 
funds and if. as is sometimes the case. 


are 


the returns have been prepared on the 
basis of United States funds, the neces- 
sary. recalculations are made by the De- 
partment. 


, ‘The rules for the determination of situs set out 
in the Convention do not, as will be seen, apply in 
determining situs for provincial succession duty 
Purposes. 

®No alternative date for valuation is permitted 
and actual depreciation or appreciation after death 
may not be considered. 
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Where the beneficiary is not a legafee 
of ownership but a beneficiary for life, 
the value of his interest in the property 
must be calculated in addition to valu- 
ing the property itself. In valuing a life 
interest, the Department assumes that 
the property has an annual yield of 
14°%. The yield, in Canadian funds, hav- 
ing been calculated on this assumption, 
the value of the life interest is determined 
by multiplying such yield by a factor 
(obtained from tables published by 
the Department) depending upon the 
age at the date of death of the life 
beneficiary and upon the frequency of 
payment of income. The value of the 
remainder interest in the property is 
determined by subtracting the value of 
the life interest, determined by the 
method just described, from the value 
of the property itself. 


Illustrative Calculation 


Suppose “A” dies domiciled in the 
United States owning property wherever 
situated worth $1,000,000 measured in 
Canadian funds, and that his property 
situated for succession duty purposes 
in Canada is worth $100,000 and that 
his whole estate is bequeathed to his 
widow, aged fifty-five, for life and, at 
her death, to his two children, both aged 
over eighteen. His allowable debts, in- 
cluding funeral expenses and probate 
fees. amount to $10,000, i.e., one-hun- 
dredth of the whole of his estate. The 
Department will determine that the ag- 
gregate net value of the Canadian estate 
is $100,000 less one-hundredth thereof. 
or $99,000 net. This. and this alone, 


determines the Initial Rate: here 4.9%. 


Coming to the Additional Rate, it is 
found that the annual yield of $99,000 at 

% is $3,960, and that factor for a 
person aged fifty-five is 12.82464. The 
value, on the death of “A,” of his 
widow’s interest in the Canadian prop- 
erty is therefore $3,960 x 12.82464, 
or $51,185.57. This fixes the Additional 
Rate, in respect of the succession to the 
widow, at 7% and the total duties pay- 
able with respect to such succession are 
therefore 4.9% plus 7%, or 11.9%. 
This percentage is applied to the value 
of the widow’s interest after deducting 
therefrom the proper proportion of the 
statutory exemption of $20,000 allowed 
in respect of successions to widows (in 
this case, one-hundredth or $200) to 
make the net amount $50,985.57, and 
the duties payable in respect of the suc- 
cession to the widow are therefore 
$6.067.28. 

The value at the death of “A” of the 
remainder to his two children is $99,000 
minus $51,185.57, and the share of each 
of the two children is one-half of this, 
or $23,907.22. The Additional Rate ap- 
plicable to property of this value form- 
ing a succession to a child over eighteen 
is 5.8%, so that with respect to each 
share the total rate of Dominion duties 
is 10.7% and the duties $2,588.07. The 
aggregate Dominion duties* payable by 


*It may be of interest to point out that if “‘A” 
had died domiciled outside the United States and 
the other countries with which Canada has entered 
into treaties, the Initial Rate would have been 
determined, not, as provided by the Convention, 
by the adjusted value of the Canadian property, 
i.e., $99,000, but by the aggregate net value, i.e., 
$990,000, of the property wherever situated and 
would have been 12.9% instead of 4.9%. The Addi- 
tional Rates would have remained the same. 
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reason of ~“A’s” death (leaving aside 
any deduction for provincial duties) 
are therefore $11,243.42. 


Exemptions and Collections 


The D.S.D. Act contains provisions 
for exemption from Dominion duties in. 
amongst others, the following cases: 
When the aggregate net value wherever 
situated does not exceed $50,000; where 
the Canadian property passing to any 
one successor does not exceed $1,000 in 
value (in which case only such property 
so passing is exempt): and where the 
successor is a charitable organization 
in Canada. This last exemption should be 
of peculiar interest to philanthropic 
American testators. Property in Canada 
bequeathed to American charitable or- 
ganizations or to trustees for distribu- 
tion to American charitable organiza- 
tions is not exempt from Dominion suc- 
cession duty: on the contrary, it is tax- 
able at the higher rates applicable to 
successions to strangers in blood. 

Liability for Dominion duties is im- 
posed upon the individual successors and 
may be recovered, like any other debt 
owing to the Crown, from their personal 
property in Canada, whether or not re- 
ceived from the decedent. Liability is 
also imposed upon the executor of the 
decedent up to the value of the property 
in Canada administered by him. 


Parliament, in order to provide effec- 
tive machinery for the collection of 
duties, has enacted that on the death of 
a person, whether or not domiciled in 
Canada, unless the consent in writing 
of the Canadian Minister of National 
Revenue is obtained. no bank, trust 
company, insurance company or other 
corporation having its head office, prin- 


254 


cipal place of business, office from which 
payments are made, register of trans- 
fers (i.e., of shares) or any place of 
transfer in Canada shall deliver, assign, 
transfer or pay or permit the delivery, 
assignment, transfer or payment of any 
property situated in Canada in which 
the deceased at the time of his death 
had any beneficial interest. Heavy penal- 
ties are levied for breach of this prohi- 
bition. 


Returns and Payments 


Succession duty returns (on Forms 
S.D.I-N.R. obtainable from the Depart- 
ment in Ottawa) are due within 
months of the death and a penalty of 
$10 for every day of default (but not 
to exceed $1,000 in the aggregate) is 
leviable though not in the normal case 
exacted. The return, speaking generally, 
calls for the declaration in detail of the 
Canadian property alone and for a state- 
ment of only the value, in lump sums, of 
the rest of the property. The form ap- 
pears to require the declarant to de- 
termine, and declare, the value of life 
interests but it is often more satisfactory 
to leave the calculation to the Depart- 
mental assessors. 

When the return has been inspected, 
and the declared values checked, the De- 
partment makes the assessment and for- 
wards the notice of assessment to the 
address indicated in the return. The 
notice of assessment sets out the calcula- 
tions resulting in the determination of 
the Initial Rate, states the respective 
value of the successions to all the suc- 
cessors, and sets forth the total rate of 
duty payable by each successor, and, 
finally, the amount of duties owing by 
each. 

While there are provisions in 


six 


the 


D.S.D. Act providing for deferment of 
payment of duties, the customary prac. 
tice is to pay the exigible duties im. 
mediately. Duties bear interest at the 
rate of 54¢ per annum from six months 
after the date of death. Payment is 
acknowledged by the delivery of an of. 
ficial receipt, the written consents of 
the Minister of National Revenue per- 
mitting the transfer of the various 
Canadian assets, and, if requested, a 
certificate that duties have been paid in 
full by the liable 
therefor in respect of all property in- 
cluded in successions from the decedent. 


person Or persons 


The D.S.D. Act contains provisions 
for the ministerial and judicial review 
of assessments. These are somewhat 
lengthy and need not be summarized 
here; suffice it to say that objection to 
the amount of duty assessed must he 
made, in writing, by the successor or by 
his attorney within three months after 
the date of mailing of the notice of 
assessment. 

One further brief comment on_ the 
Canada-United States Convention is in 
order. The Convention provides, in ef- 
fect, that where a decedent dies resident 
in or a citizen of the United States, and 
there is property in Canada which forms, 
or is deemed to form, part of his suc. 
cession, the Dominion duties payable 
of the such 
property may be recovered from the 
U.S. Treasury Department to the extent 
that such property has been subjected 
to United States Estate Tax.’ It is im- 
portant to note that the Canadian duties 
to which the Convention refers are the 
duties exigible under the D.S.D. Act 
and not the duties payable under the 
provincial acts. In order to entertain an 
application to recover Estate Taxes, the 
Treasury Department will, it is under- 
stood, require a statement prepared by 
the executor, and certified by the Domin- 
ion Department, describing the Canadian 
property taxed and stating the principal 
amount of the Dominion duties. 


in respect succession to 


Provincial Acts 

The provincial succession duty acts 
which are at the moment still operative 
are the Quebec Succession Duties Act 
(Quebec Statute 7 George VI. Chapter 
18, amended by Quebec Statute, 1919, 
13 George. VI, Chapter 32) and The 
Ontario Succession Duty Act, Revised 
Statutes of Ontario, 1950, Chapter 378, 
as amended by Ontario Statute 1951, 
15 George VI, Chapter 84.8 


7It may be, because of substantial exemptions 
provided by United States Estate Tax law, that the 
Canadian duties may in certain cases exceed the 
Estate Taxes, with the result that full credit may 
not be obtainable. 
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The acts impose duty (at Main and 
Additional rates), in cases where a de- 
cedent is not domiciled in Canada, on 
property situated within the legislat- 
ing province and forming part or deemed 
to form part of the succession of the 
decedent. Methods of calculation of duty 
vary’ but under each act, unlike the 
D.S.D. Act, the rates of duty depend 
respectively upon the aggregate net value 
of the whole estate wherever situated, 
and the aggregate net value of the prop- 
erty, wherever situated, passing to each 
beneficiary, and not merely upon the 
value of the estate situated within the 
province. Mechanics for collection are 
comparable to those adopted by the 
Dominion. 


Situs 


The question which probably arises 
most frequently in cases of American 
estates is whether or not any given item 
of property situs within the 
province. The Dominion Parliament can 
(and, at least in respect of shares in the 
capital stock of companies, has exercised 
its power to) legislate as to situs, but the 
provinces have not this legislative power. 
The only property upon which a province 
may impose succession duty is property 
which, under common law rules, has its 


has its 


situs for succession duty purposes in 
that province. such as a bank account 
maintained in the prbvince, tangible. 


*The Province of British Columbia has enacted 
the still operative Probate Fees Act, 1947 (1947 
Statutes, Chapter 73) levying, in addition to the 
fees payable under Rules of Court, a fee for the 
issuance of letters probate. The fee is measured by 
the value of the property situated within the prov- 
ince and runs from $10 in estates having little 
property in the province to 0.3°7 in estates having 
extensive property in the province. When it is not 
necessary to apply for a grant of probate, it may 
be possible that liability for payment of these fees 
may be escaped. Fees payable under the Probate 
Fees Act, 1947, are not deductible from Dominion 
duties. 


*For example, under the Q.S.D. Act, where the 
income of an estate is bequeathed to a person for 
life, the duties are calculated and assessed as if 
such person had received the estate in full owner- 
ship, whereas under the Ontario Act, such a life 
interest is calculated in a manner comparable to 
that followed by the Dominion. 
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real or personal property, physically sit- 
uated in the province, bearer bonds or 
negotiable instruments physically situ- 
ated in the province, and simple contract 
debts payable by a debtor domiciled in 
the province. 

The situs, for provincial succession 
duty purposes, of shares in the capital 
stock of companies has been discussed 
so often as to qualify it to the single 
subject of a lengthy treatise but in brief 
it may be said that shares have their 
situs at the place where they can be 
effectively dealt with on the books (i.e.. 
registers of transfers of shares) of the 
company. Thus, if the company keeps its 
only register of transfers of shares in. 
say, the Province of Quebec, shares in 
the capital stock of that company are 
held to have their situs in Quebec re- 
gardless of the fact that the share cer- 
tificates themselves may be physically 
located elsewhere. 

If the company maintains (as _al- 
most all of the larger companies do) 
multiple registers in any of which a 
transfer can be validly and effectively 
recorded, and the relative share cer- 
tificates are physically located in a 
province in which such a register is 
maintained, the shares are held to have 
their situs in such province; but if the 
share certificates are in a place in which 
no such register is maintained, the shares 
will, it would seem, be held to have their 
situs at the place of registry where, hav- 
ing regard to all the circumstances, the 
decedent would have been most likely 
to have sought to transfer his shares. 
The place of the head office of the 
company is no longer considered 
material to the situs of its shares (though 
it may be material to the situs of divi- 
dends declared but not paid at the date 
of death), and the form of registration 
of the certificates (except perhaps when 
in street names) is likewise immaterial 
to the question of situs for provincial 
succession duty purposes. 


service. 







These observations, together with 
what has been said in discussing the 
D.S.D. Act, will be sufficient to indicate 
that while shares of all Canadian com- 
panies will, when owned by American 
estates, be held to have their situs for 
Dominion succession duty purposes in 
Canada, they will not necessarily be held 
to have their situs for provincial suc- 
cession duty purposes in any province in 
Canada, with the result that Dominion 
duties will (subject to any applicable 
exemption) be payable in respect of 
shares in Canadian companies, while 
provincial duties may not be exigible in 
respect thereof at all. This should not be 
overlooked by American tax consultants. 

As mentioned above, credit against 
United States Estate Tax in respect of 
provincial duties is not allowable under 
the Canada-United States Convention. 
The provincial duty deduction from 
Dominion duties simply reduces the 
latter and, consequently. the credit avail- 
able under the Convention. It would 
thus appear that, as between shares of 
two Canadian companies, one of which 
maintains a register of transfers of 
shares in the United States and the 
other of which does not, the shares 
of the former company offer a prefer- 
able investment from the death duty 
point of view. 
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APITAL IMPORTS would indicate a 

high degree of optimism regarding 
the future of Canada. This optimism is 
shared by Canadians as is to be expected 
from citizens of a youthful and vigor- 
ous country whose attention has been 
focussed on the development of new 
natural resources and whose record of 
the recent past has been one of ex- 
tremely rapid growth. Investors or po- 
tential investors in Canadian equities 
should keep this in mind when analyzing 
our securities because it has had its 
effect on our security prices. 

Today, Canada is the world’s third 
largest trading nation and is believed 
to rank seventh in manufacturing ca- 
pacity. Our standard of living is second 
only to that of the United States. Canada 
is a prominent supplier of wheat, flour, 
newsprint, pulp, gold, asbestos, alumi- 
num, base metals and manufactured 
goods. Our economie growth can be at- 
tributed in large measure to the de- 
velopment of natural resources, but dif- 
ferent ones have provided the chief stim- 
ulus during each period of expansion. 

One of the fundamentals of progress 
has been the abundant supply of cheap 
power. Canada’s population is about 
one tenth of that of the United States, 
but almost half as much water power 
is used. By 1954 installed hydro-electric 
capacity will exceed one horsepower per 
capita or the equivalent in rate of work 
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of ten manual workers. 

Recent discoveries of oil and natural 
gas have added greatly to our power 
potential as well as to our national 
wealth. Canada also produces uranium 
and should be in a position to take ad- 
vantage of this source of power when 
methods of applying atomic energy to 
industry are evolved. 


Foreign Trade and Exchange 


World demand for the commodities 
which Canada produces in large volume 
has been and, no doubt, will continue 
to be the most important single factor 
in our economy. Trade accounts for ene 
third of our total dollar volume. Most 
of what we buy comes from the United 
States and, although our best customer, 
we normally have a trade deficit with 
that country. 

Prior to World War II we were able 
to exchange other currencies received 
from our export surpluses to Europe for 
the necessary U. S. dollars. In the im- 
mediate post-war years the restricted 
conversion of foreign funds and the 
world shortage of “hard currency” 
made it necessary for us to draw on our 
reserves of gold and U. S. dollars. 

About a year and a half ago our 
reserves improved to the point where 
physical restrictions on imports could 
be relaxed. At the same time. the Ca- 
nadian dollar was allowed to find its 


own level. In December, 1951, all 
foreign exchange controls were removed 
and by January 22nd of this year Ca- 
nadian funds achieved parity with the 
U. S. dollar for the first time since be- 
fore the war. The strength of Canada’s 
position can be attributed to a heavy 
inflow of capital, largely from the U. S., 
which has been sufficient to offset our 
current account deficit. Maintenance of 
parity will depend in large measure 
upon a continuation of capital imports, 
but a reversal of the current trend in 
these imports could have adverse effect 


on the value of our dollar. 


Internal Markets and Secondary 
Industry 


Although attention has been focused 
on the gains scored by the primary and 
extractive industries, the expansion of 
secondary productive capacity has been 
no less dramatic. Two main_ stimuli 
have been the rapid expansion of the 
domestic market and the processing of 
raw materials destined for export. 

Increasing domestic demand is backed 
by rising birth rates, substantial immi- 
gration, broader distribution of income 
and a fifty per cent rise in the standard 
of living in the past ten years. As a 
consequence, manufacturing opportuni- 
ties exist today that were not practicable 
a decade ago. 

The newsprint industry is an excellent 
example of the second stimulus. Until 
the twenties we exported large quantities 
of pulpwood but very little paper. The 
production of newsprint is now our 
largest industry and its value exceeded 
the billion dollar mark last year. Many 
Canadians feel that other similar op- 


portunities still exist. 


Capital Growth 


For many years Canada has been 
making strenuous demands on her man- 
ufacturing capacity. During World War 
II our capacity to produce was strained 
to the limit and the pressure for ex- 
pansion, replacement and moderniza- 
tion, which had been at a comparative 
standstill during the thirties and impos- 


sible during the war, was to make itself | 
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felt as one of the most significant factors 
of the post-war period. 


One would have to look far through- 
out the world to find another country 
which is devoting as much of its gross 
national production to enlargement of 
its capital structure. In 1951 capital in- 
vestment exceeded $4.5 billion which 
is almost twice the per capita invest- 
ment in the U. S. In each of the past 
six years we have spent more than one 
fifth of our gross national product in 
the development of our economy. 


Defense Spending and Inflation 


Defense expenditures are expected to 
total five billion dollars over the next 
few years so that the full impact of this 
spending is yet to be felt. In order to 
enable rearmament to proceed effective- 
ly, the Federal Government has adopted 
credit controls and deferment of depre- 
ciation allowance on non-essential ex- 
penditures. The Government has_re- 
frained from direct price controls on 
the grounds that such measures should 
be reserved for extreme emergency only. 
To some extent, capital expansion and 
defense spending overlap. This is be- 
cause enlargement of our capacity to 
produce strategic products is one of 
the most important contributions we 
can make, 


To meet the biggest threat to our 
economic stability, inflation, the Gov- 
ernment has acted in a straightforward 
and seemingly effective manner. It is 
interesting to note that, even in these 
days, the Canadian Government budgets 
for a surplus. For the first seven months 
of the 1952 fiscal year there was a sur- 
plus of close to six hundred million 
dollars, and in the past five years, net 
Federal debt has been reduced by more 
than fifteen per cent or almost two bil- 
lion dollars. This policy. coupled with 
heavy defense expenditures, has meant 
increased direct and indirect taxation. 
In the 1951 budget, personal and corpo- 
rate taxes were raised by 20°. To this 
has been added a further 2% (with a 
$60. limit for individuals), proceeds of 
which are to finance the newly adopted 
“pay as you go” old age pension plan. 
The effective rate of corporation income 
tax is now 47.6% to which must be 
added, in the case of companies opera- 
ting in Ontario and Quebec, 7° pro- 
vincial profits tax. Barring full scale 
War, it is not expected that the Federal 
corporation tax will rise above 50%. 


The 


The Canadian banking system is 
much more closely knit than that of 


Canadian Bank Structure 
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the United States. The Bank of Canada 
is the central bank and the chartered 
banks, few in number, use the branch 
system. Consequently, credit controls 
can be. and have been, applied swiftly 
and effectively. Policies adopted by the 
Government and the Bank of Canada 
indicate that maintenance of the value 
of Government bonds is secondary to 
maintenance of the value of the dollar. 
Canadian long terms are now selling 
well below par and the spread between 
“Dominions” and U. S. Treasuries has 
increased, The freeing of the Canadian 
dollar is, in itself, a device to control 
inflation. It is a form of “moveable 
dam” to stem the flow of external price 
pressure. 


Political Climate Favorable 


Of primary importance to the investor 
contemplating a commitment outside his 
own country, is the question of political 
environment. European investors who 
have. by bitter experience, learned the 
importance of this consideration, have 
long regarded Canada as a safe haven 
for funds. We have been in the ex- 
tremely fortunate position of being able 
to benefit from the results of social ex- 
periments conducted in the United 
States and Great Britain. As a result, 
we have gone far in the implementation 
of social welfare plans, at the same time 





side-stepping some of the more serious 
and costly pitfalls. The Minister of Fi- 
nance and other top Government officials 
have repeatedly affirmed their belief 
that an excess profits tax is unsound. 
Similarly, no capital gains tax exists in 
Canada, presumably because the Gov- 
ernment recognizes that risk capital is 
fundamental to the development of nat- 
ural resources. 

In its 1949 budget the Government 
granted direct tax relief to holders of 
equities. Canadian shareholders are al- 
lowed to deduct from their income tax 
10% of the dividends received from 
Canadian corporations. In addition. 
credits are allowed for depletion of 
natural assets. In the 1950 budget, Ca- 
nadian corporations were given the 
right to capitalize pre-1950 undistribu- 
ted profits by the payment of a 15% 
tax. The amount capitalized may then 
be distributed to shareholders free of 
Canadian income tax. This is a con- 
tinuing provision and corporations hav- 
ing elected to capitalize earned surplus 
may continue to do so to the extent that 
dividends are paid. 

From an income tax and succession 
duty standpoint, Canada and the United 
States have reciprocal treaties, the pur- 
pose of which is the avoidance of double 
taxation. Nevertheless, any investor con- 
templating a substantial commitment 
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should obtain professional tax advice. 
For a number of years Canada had ex- 
change control regulations. Now there 
are no restrictions on capital movements 
and investors are free to deal in securi- 
ties between the two countries. 


Greater Growth Ahead 


For some time now our population 
and gross national product, measured 
in dollars and physical volume, have 
grown at a faster rate than the U. S. 
In recent years Canadian security prices 
have outperformed the New York aver- 
ages by a wide margin. While it must 
be admitted that there are weaknesses 


in our economic structure, the underly- 
ing trend is one of growth. New natural 
resources are entering the stream of 
commerce and enhance the glamour of 
the Canadian scene. The development of 
Quebec titanium, Labrador and North- 
ern Ontario iron ore, the nickel deposits 
of Manitoba and the oil and gas fields 
of Alberta are some of the better defined 
growth channels. Of significance, also. 
is the expansion of hydro electric plants. 
oil refineries and steel mills, as well as 
new chemical, pulp and newsprint ca- 
pacity. New mines are starting produc- 
tion and the aluminum industry is ex- 
pected to double its capacity by 1954. 
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oF THE PUBLIC 
BY THE PUBLIC 
FOR THE PUBLIC 


In a free economy such as ours, every product and 
every service has its own logical market. 


If you need gasoline for your automobile, a gas 


station is your market. 


If you want food, you go to a grocery store. 


Wall Street is simply the market for the business 
which needs capital to improve its products or 
better its service to the public. 


It is a logical, useful, necessary market—for here 
business finds not only the people who will benefit 
from its productivity, but people who are seeking 
gainful employment for their commodity—Capital. 


Thus the best interests of both are served. 


And because it is a market of the public, by the 
public, and for the public, it serves the underlying 
principle upon which our economy is based 


ultimate good of all. 


R. W. Pressprich & Co. 
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For the investor who takes the long 
term view, carefully selected Canadian 
equities should prove to be satisfactory 
investment media. Given favourable cir- 
cumstances, expansion will continue and 
untapped natural resources should be 
developed. The political outlook is good 
and is supported by the community of 
interest that exists between the people 
of Canada and the United States. An 
investment in Canada also represents an 
investment in one of the few countries 
where free enterprise is likely to be pre- 
served and where the profit motive is 
supported not only by the Government 
but by the people at large. 


A A A 


Outside Capital Inside Canada 
At December 31, 1949, total foreign 


capital invested in Canada was estima- 
ted by the Dominion Bureau of Statis- 
tics to be $7,977 million. aainst $7,513 
million, the previous year. These are 
the latest government figures available, 
but the Bank of Montreal estimates that 
$1,600 million more has flowed in to 
Canada in the past two years, bringing 
today’s total well in excess of $9 billion. 
The United States is by far the largest 
foreign investor in Canada. In 1948 her 
stake was $5,588 million, while Great 
Britain had $1,593 million and all other 
countries $332 million. Classified by 
types of security. United States nationals 

owned: 
( Mittion) 


Bonds & Debentures $2.347 
Capital Stock of 

Canadian Companies 2.615 

Other Corporation Assets 463 

Sundry Investments 163 

Total $5,588 

The capital influx from the U. S. has 


been unusually large in the past few 
years, much of it for investment in the 
fast growing petroleum and natural gas 
industry in Western Canada, and in the 
new iron ore projects in Labrador, Que- 
bec, and other Eastern points. One fea- 
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ture of the 1951 securities market was | 


the rise in net sales to overseas countries 
other than Great Britain to $31 million 
against $5.4 million in 1950. Most of 
this demand was for the stocks of Ca- 


FOTO MERIT TEN 


nadian companies from Switzerland and [ 


other parts of Europe. A high percen- 
tage of the recent inflow has been cre- 
ative and not speculative, along with 
large scale Canadian investments, esti- 


mated at as much as one quarter of the | 
gross national production, at a rate in § 


excess of $20 billion per annum. 
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STANDARD OTL onpvirayg41 


and Subsidiaries 


Report New All-Time Highs 


One billion and 76 million dollars expended since 
January 1, 1946, by the Standard Oil Company (Indi- 
ana) and its subsidiaries on a long-range expansion 
program coupled with maximum use of facilities dur- 
ing 1951 resulted in a new record in sales and earnings. 
This is a continuation of the trend which has made the 
company’s growth in the last ten years the most rapid 


SALES IN 1951 TOTALED $1,499,000,000 compared with $1,268,- 
000,000 in 1950, highest previous year. Petroleum product 
prices continued to average slightly below 1948 levels. 
The volume of product sales was up 10% over the previous 
year, and almost every piece of refinery and transportation 
equipment was used to capacity. 

NET EARNINGS FOR 1951 WERE $148,697,356 or $9.71 per share 
despite higher taxes which totaled $130,435,000 or $8.51 
per share. Earnings were higher than in any previous year, 
and compare with $123,581,477 or $8.09 per share in 1950, 
and $102,668,228 or $6.72 per share in 1949. 

CAPITAL EXPENDITURES for 1951, as anticipated, showed a sharp 
increase, totaling $183,064,000 as compared with $127,- 
439,000 in 1950. More than half of this amount went for 
production, mainly for buying leases and drilling wells. 
Expenditures for 1952 ~~ expected to be substantially 
higher than during 1951, but will depend to a consider- 
able extent on the pd Fs of steel and other materials. 


for any decade in its history. Comparing 1951 with 
1941, many significant Company figures have more than 
doubled. Net production has increased 145%; pipeline 
transportation 154% ;refineryruns 67% ;volume of products 
sold 76%, ; total assets 124%. Most of these gains exceed 
the average for the industry as a whole. They again 
justify the vigorous and extensive expansion program. 


TOTAL ASSETS at the end of 1951 were $1,801,000,000 com- 
pared with $1,640,000,000 for 1950, and represented an in- 
crease of 124% over 1941. This increase was due largely to 
continued investment in facilities for production and for 
manufacturing, transportation, and marketing. 


EMPLOYEES AT THE END OF 1951 numbered 49,740, or 3,000 
more than at the end of 1950. Employee earnings and bene- 
fits were higher than ever before. The company’s new 
Savings and Stock Bonus Plan brought the number of 
employee-stockholders to over 24,000 this year. 


NUMBER OF STOCKHOLDERS totaled 116,800 on December 31, 
1951. No institutional stockholder owned so much as 4% 
of the stock, and no individual owned so much as 1%. 
Dividends were paid in 1951 for the 58th consecutive year. 
Again this year, as in the past, re-investment of profits has 
increased the equity of stockholders’ ownership. 





CONSOLIDATED STATEMENT OF INCOME AND EXPENSES 
And Summary of Earnings Retained and Invested in the Business 


for the years 1951 and 1950 








1951 1950 
Sales and operating revenues $1,539,119,806 $1,302,990,269 
Dividends, interest, and other income 19,927,173 ae 192,867 
Total income $1,559,046,.979 $1,318, 183,136 136 


DEDUCT: 

Materials used, salaries and wages, op- 
erating and general expenses other 
than ans shown below 

Depreciation, depletion, and amortiza- 

tion of properties 


$1,180,806,361 $1,011,500,231 


THE STORY IN FIGURES 


1951 1950 1949 
FINANCIAL 

Total income......... $1,559,000,00® .$1,318,000,000 $1,170,000,000 
Net earnings....... 148,700,000 123,580,000 102,670,000 
Net earnings per share $9.71 $8.09 $6.72 
Dividends paid.... $ 45,000,000 $ 41,210,000 $ 38,050,000 
Dividends paid per 

re $3.954* $3.135* $2.687* 


*Including $1.704, $1.135, and $0.687 as the market values on September 

14, 1951, December 11, 1950, and December 12, 1949, respectively, of 

the dividends in capital stock of Standard Oil Company (New Jersey). 
Earnings retained in 


APRIL 


Depreciation. 51,122,254 48,661,531 
ae poe amortization of drilling 
and development costs, and loss on 
retirements and abandonments. 35,849,657 33,999,917 
Federal income and excess profits taxes 91,703,000 54,129,000 
Other taxes (exclusive of taxes amount- 
ing to $205,883,340 in 1951 and 
$183,196,467 in 1950 collected from 
customers for government agencies) 38,731,649 33,891,115 
Interest paid. 6,102,700 6,898,072 


Minority stockholders’ interest in net 
earnings of subsidiaries 


Total deduc tions 
Net earnings. 


Dividends paid by Standard Oil Company 
(Indiana) 

Regular dividends paid wholly in cash 

~$2.25 per share in 1951 and $2 in 1950 


Extra dividends paid in capital stock of 
Standard Oil Company (New Jersey) 
339,160 shares in 1951 and 165,325 
shares in 1950 at average carryin 
value— together with equalizing cas 
ae gen in lieu of fractional shares. 
arket values on dates of distribu- 
tion were equivalent to $1.7037 in 
1951 and $1.1353 in 1950 per share 
on Standard Oil Company (Indiana) 
ES 5 as ciated eee ee eke 
Total dividends paid 
Balance of earnings retained.......... 
Earnings retained and invested in the 
business at beginning of year........ 


Earnings retained and invested in the 
business at end of year............. 


$ 773,2 


6,034,002 


'$1,410,349,623 


$ 148,697,356 


$ 34,436,449 


10,563,892 


$ 45,000,341 


$ 103,697,015 


669,562,973 





$123.5 581,477 


$ 30,563,032 


10,643,939 


$ 41, 206,971 


$ 82,374,506 


587,188,467 


59,988* $ 669,562,973 


*Including $197,000,000 restricted by terms of Fore vig and bank- 
loan agreements of subsidiary companies and about $37,300,000 of 
earnings of pipeline subsidiaries segregated under provisions of 


Consent Decree in Elkins Act suit. 





1952 


the business..... $ 103,700,000 $ 82,370,000 $ 64,620,000 
Capital expenditures. $ 183,100,000 $ 127,400,000 $ 134,700,000 
Net worth, at the 

ST GE 5: 5s -3:a-o $1,272,000,000 $1,166,000,000 $1,083,000,000 
Book value per share, 

at the year end. . $83.00 $76.27 $70.88 

PRODUCTION 
Crude oil and natural 

gas liquids, pro- 

duced, net, barrels. 94,990,000 78,130,000 71,100,000 
Oil wells owned, net, 

at the year end... 9,043 8,724 8,440 
Gas wells owned, net, 

at the year end 1,106 945 807 

MANUFACTURING 
Crude oil run at refin- 

eries, barrels 187,600,000 168,700,000 150,000,000 
Crude running capac- 

ity, at year end, 

barrels per day. 548,000 499,500 472,300 

MARKETING 
Total sales in dollars $1,499,000,000 $1,268,000,000 $1,125,000,000 
Bulk plants operated, 

at the year end... 4,528 4,521 4,511 
Retail outlets served, 

at the year end... 31,130 31,020 30,870 

TRANSPORTATION 
Pipelines owned, at 

the year end, miles 16,180 15,440 15,400 
Pipeline traffic, mil- 

ion barrel miles. . . 140,600 129,200 117,100 
Tankerand bargetraf- 

fic, million barrel 

oc zens ne 99,510 102,400 97,590 

PEOPLE 
Stockholders, at the 

yearend..... 116,800 96,090 96,810 
Employees, at the 

eee 49,740 46,740 46,740 

. Copies of the 1951 Annual Report available on request as a as the supply 
lasts. Write Standard Oil Company, 910 S. Michigan Ave., Chicago 80, Ill. 





CANADA'S TRUST BUSINESS — 


omnes of. ie iy 


DOMINION ASSOCIATION FORMED AS ONTARIO GROUP HOLDS 20th MEETING 


WO DECADES OF SERVICE to member 
y igre var came to a close with 
the 20th Annual Meeting of The Trust 
Companies Association of Ontario, held 
March 20th at the Royal York Hotel in 
Toronto. In the words of retiring presi- 
dent D. E. Kerlin, it was a “memorable 
occasion” as the delegates—some 130 
representatives of almost all of the 31 
companies operating in the province— 
had witnessed on the previous day the 
formation of The Trust Companies As- 
sociation of Canada, “a body which 
can speak with one voice for all the trust 
companies of our country.” 


Remarking that some problems have 
been found difficult of solution on a 
provincial basis, Mr. Kerlin, who is as- 
sistant general manager of Montreal 
Trust Co. at Toronto, expressed the hope 
that the Canadian Association would 
give these matters immediate considera- 
tion with successful results. Special men- 
tion was made of the co-operative pub- 
lic relations program attempted by the 
Ontario group a few years ago, Mr. 
Kerlin commenting that nothing is more 
important to the continued expansion 
and growth of the trust business than 
the building and maintenance of good 
public relations. He observed that char- 
acteristics inherent in the branch sys- 
tem of trust business in Canada may 
well require such a campaign to be 
conducted on a national basis. 

Citing the accomplishments of the 
various sections of the Association, par- 
ticularly the completion of a Model Plan 
for Common Trust Funds, Mr. Kerlin 
emphasized that the Ontario organiza- 
tion should not abandon its public rela- 
tions activities but redouble its efforts 
in conjunction with the national body. 
He suggested the establishment of a 
standing committee on Relations with 
the Bar, pointing out that trust com- 
panies will not obtain the wholehearted 
co-operation of the legal profession 
until such a committee is created to 
deal with complaints and to explore 
avenues of joint effort. The successful 
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C. N. BISSETT 


J. G. HUNGERFORD 


operation of agreements between the Bar 
and trust institutions in the United 
States, defining the scope of their activi- 
ties, illustrates the opportunity for simi- 
lar collaboration. In the allied field of 
relations with underwriters, the outgo- 
ing president urged the association mem- 
bers to seek revival of the Life Insur- 
ance Trust Council of Toronto, pat- 
terned after the active Council in Mon- 
treal. 


Mr. Kerlin concluded with a tribute 
to W. R. Scott on completion of his 
second year as secretary-treasurer with 
a “remarkable grasp of the work and 
operations of the Association.” 

To succeed Mr. Kerlin as president 
the Association elected J. G. Hunger- 
ford, executive vice president of Na- 
tional Trust Co, Ltd.. Toronto. J. W. 
Berry, general manager of Guaranty 
Trust Co. at Toronto, was chosen vice 
president. 


Organization of Canadian Association 


The Trust Companies Association of 
Canada was created on March 19th, in 
the same room* as The Trust Companies 
Association of Ontario was formed ex- 
actly twenty years ago. Thirty-threey 
trust companies with more than 180 
branches in ten provinces from New- 
foundland to British Columbia, having 
estate, trust and agency assets exceeding 
33.5 billion, decided that Canadian 
trust business should be represented by 
a single association. 


*Board Room of Toronto General Trusts Corp. 


7All told, there are 41 trust companies registered 
in Canada; the eight non-members are small or 
limited in their scope of operations. See page 262. 


The new national association will not 
replace the existing provincial organiza- 
tions but is designed to coordinate their 
activities and functions. The Articles of 
Association declare that the objects of 
the new group are to foster sound and 
equitable principles in the conduct of 
trust business, to cooperate in matters 
of mutual interest and to promote the 
welfare of trust companies’ and_ those 
they serve, all with a view to improving 
and extending trust services. 

Chosen president of the Association is 
C. N. Bissett. general manager of East- 
ern Trust Co. at Halifax; first vice pres- 
ident is R. S. Anderson, executive vice 
president of Crown Trust Co. at Tor- 
onto; second vice president is Gordon 
I’. Harkness, general supervisor of Mon- | 
treal Trust Co. at head office; secretary- | 
treasurer is W. R. Scott, who holds the 
like office with the Ontario Association. 


Committees Report 
At the Ontario Association meeting 
committee reports were submitted by 
their chairmen: 


Trust Companies Education Course: 


\. R. Courtice. assistant general man- 


ager, Toronto General Trusts Corp. . 
Taxation: R. W. 
officer, National Trust Co. Ltd., Toronto. 


Cross, income tax 


Common Trust Funds: KE. T. Godwin, 


general manager, Crown Trust Co. 


Toronto. 
Pension Trusts: J. Fraser Coate, man- 


of Pension Division, Montreal 


Trust Co., Toronto. 
Stock Transfer Section: R. L. Arm: 
strong, manager corporate trust depart: | 


ager 


ee ca 


~ 


ment, Guaranty Trust Co. of Canada, } 
Toronto. 

Mr. Courtice reported that registra- 
tions during the year at the trust com- 
pany course conducted at Queen’s Uni- 
versity were only slightly lower than in 
1950. The present enrollment is 153, 
with an increase in the number of stu: | 
dents from offices of member companies 














outside Ontario. 
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Mr. Courtice added that the Associa- 
tion’s Executive had approved making 
the course available to members of the 
newly organized Trust Companies Asso- 
ciation of Canada who are not members 
of the Ontario body. Commenting on 
the high number (29) of students 
dropped at the end of February for 
failure to complete lesson material, Mr. 
Courtice urged the companies to take 
continued interest in the progress of 
their students in the course, for in his 
opinion one of the most important fac- 
tors in the future development of trust 
business in Canada will be public rec- 
ognition of a well qualified personnel. 


Mr. Cross reported that his commit- 
tee had considered the taxation problem 
of capital cost allowances known as de- 
ferred depreciation and had made cer- 
tain recommendations on other matters 
to the Department of National Revenue. 
These included exemption of $500 of 
income in the hands of trustees and 
clarification of the income tax phases 
of common trust funds, cooperating on 
the latter with the Association’s commit- 
tee. Income tax forms T-3 Summary and 
T-3 Supplementary were improved from 
the standpoint of trust companies as a 
result of the committee’s suggestions in- 
vited by the Income Tax Department. 
The Department has agreed to the com- 
mittee’s request to supply the Secretary 
with sample copies of income tax forms 
as soon as available and to advise the 
Association when they will be available 
throughout Canada. 

Mr. Godwin announced that a model 
plan of operation for common trust 
funds had been approved by the Regis- 
trar of Loan and Trust Corporations. 
lt was found necessary, he said, to deal 
with the matter of court accounting by 
legislation rather than regulation, and 
an amendment has been proposed which 
would enable the Registrar to represent 
all beneficiaries. If approved, this bill 


would provide the simplest and most 
satisfactory common trust fund account- 
ing system yet devised. 


Mr. Godwin also revealed that the 
Department of National Revenue has 
accepted the common trust fund as a 
trust not subject to income tax as such, 
and that an amendment has been re- 
quested to Section 58(9) of the Act to 
eliminate the words “arising on death” 
so that common trust funds may be op- 
erated on a fiscal as well as calendar 
year basis and also permit participation 
by living trusts. A brochure on common 
trust funds has been prepared for dis- 
tribution to solicitors and Judges in On- 
tario, copies to be made available for 
individual company imprinting. 


Mr. Coate, reporting for the Pension 
Trusts committee, mentioned the desir- 
ability of legislation permitting the ap- 
pointment of a named beneficiary of an 
employee's interest in a pension, as is 
provided in the Government Annuities 
Act and the Uniform Life Insurance 
Act. In the absence of such legislation, 
current practice restricting payments to 
the estate fails to protect the widow 
against creditors’ claims and, particu- 
larly on intestacies, often causes delay 
in making payments. 


The committee endeavored without 
success to obtain for trusteed pension 
benefits the privilege accorded to Gov- 
ernment annuities of reporting a life in- 
come for income tax purposes only at 
its inception. Other recommendations 
under consideration are the exemption 
of pension trust investments from with- 
holding tax in both the United States 
and Canada under the Reciprocal Tax 
Convention, and permission to make 
payments of $1,500 without release 
under the Ontario Succession Duties Act 
as is provided with respect to the Do- 
minion levy. 


A routine and a form have been de- 


VA o oghe -_ ° ‘ re . Fae . 
LS a oe palin tl de Kettitttw 
Adoninistralonend Goris Company 


Aux droits de 


ine SUN [USE 


Executor 
Administrator 
Agent 


1902 Bx 1952 


Successor to 


Limitee 
"Limited 


Trustee 
Depositary 
Registrar 


Quebec @ Ottawa @ Winnipeg © MONTREAL e@ Regina e Edmonton @ Vancouver 


ApriL 1952 











PRESIDENTIAL SUCCESSION 


Retiring President D. E. Kerlin of The 
Trust Companies Association of Ontario, 
flanked on his right by immediate past 
president R. S. Anderson and on his left 
by incoming president J. G. Hungerford. 


veloped to be followed between trustees 
whereby a member of the pension fund 
of one employer may have his credit 
transferred to the fund of a new em- 
ployer without tax liability. 


At the Trust Forum following the 
annual meeting, Mr. Coate appraised 
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the prospects of pension trust business 
in Canada. Charles A. Burton, person- 
nel manager of the National Trust Co. 
Ltd. at Toronto, outlined a positive ap- 
proach to personnel administration. 
Guest speaker at the dinner was Ray- 
mond Rodgers, Professor of Banking 
at New York University, who presented 
the investment outlook for 1952. These 
three papers are published in this issue. 


A A A 
Canadian Finances 


Canada’s central bank, the Bank of 
Canada, returned a 1951 net profit to 
the Government of $24,243,017, up $4 
million from the previous year. Its re- 
port shows a high level of economic 
activity and lists the following fiscal 
and monetary measures taken during 
the year to restrain inflationary pressure: 
Restriction of bank credit and instal- 
ment buying; higher sales, personal and 
corporate income taxes; higher down 
payments on government-financed home 
building. 

The bank rate remained unchanged 
at 2%. The cost of living index (based 
on 1950 average—1l00) rose from 99 
in June 1950 to 115 at the end of 1951. 
Canada’s budgetary surplus for the year 
was approximately $512 million. New 
capital investment compared with 1950 
up approximately 6%. All foreign ex- 
change controls were removed. 

In the 1951 securities markets, there 
were periods when pressure on longer 
term Governments brought lower prices 
and higher yields, as shown in the fol- 
lowing table: 


Yield Yield 
at at 
Maturity 12/31/50 12/31/51 Change 
5 Years 2.60% 2.83% + .23 
10 Years 3.00% 3.48% + 48 
15 Years 3.02% 3.52% + .50 
A A A 


Canadian Dollar at 
2% Premium 

Since the removal of exchange re- 
strictions last fall, there has been in- 
creasing demand for Canadian funds in 
the world markets which carried it to 
parity with the American dollar toward 
the end of January. In recent weeks it 
has touched a top premium of 2,',‘:. 
responding to sustained demand for 
capital investment in Canadian enter- 
prises as well as increased working capi- 
tal needs and production facilities on 
the part of American corporations with 
Canadian subsidiaries. The high on 
this move represents the best level since 
mid-December, 1934. The current pre- 


mium is just under 2‘%. 
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GUESTS AT ANNUAL MEETING, TRUST COMPANIES ASSOCIATION OF ONTARIO 


Gordon Thomas, C.L.U., President, Toronto Life Underwriters’ Association; Armand 
Racine, Q.C., Public Trustees for the Province of Ontario; C. N. Bissett, President of the 
newly organized Trust Companies Association of Canada, General Manager, The Eastern 
Trust Co., (not shown in photograph) ; Gordon F. Harkness, President, Trust Companies 
Association of Quebec; Donald G. Grant, General Manager, Nova Scotia Trust Co.; 
W. Earl Smith, Secretary, Law Society of Upper Canada; His Honour Judge Robert 
Forsythe, Senior Judge, County of York; L. G. Gillett, President, Canadian Bankers 
Association; R. S. Anderson, Ist Vice President, Trust Companies Association of Canada; 
Raymond Rodgers, Professor of Banking, Graduate School of Business Administration, 
New York University; D. E. Kerlin, retiring President, Trust Companies Association of 
Ontario; J. G. Hungerford, newly elected President of the Association; R. B. Whitehead, 
Registrar of Loan and Trust Corporations, Province of Ontario; J. R. Maclaren, Vice 
President for Ontario, Canadian Bar Association; H. S. Backus, Chairman, Ontario 
Section, Investment Dealers Association of Canada; M. J. Smith, President, Dominion 
Mortgage and Investments Association; D’Arcy M. Doherty, President, Toronto Stock 
Exchange; E. H. Ritcey, General Manager, Central Trust Company of Canada, Secretary, 
Trust Companies Association of New Brunswick. 


CHARTER MEMBERS OF THE TRUST 


OF CANADA 


Institution 
ACADIA TrRusT Co. 
ADMINISTRATION & TRUST Co. 
BARCLAYS TRUST Co. OF CANADA 
BRITISH CANADIAN TRUST Co. 
BROCKVILLE Trust & SAVINGS Co. 
CANADA PERMANENT TRUST Co. 
CANADA TRUST Co. 
CENTRAL TRUST Co. OF CANADA 
CHARTERED TRUST Co. 
CROWN TrRusT Co. 
EASTERN TRUST Co. 
EQUITABLE TRUST Co. 
GENERAL TRUST OF CANADA 
GUARANTY TRUST Co. OF CANADA 
GUARDIAN TRUST Co. 
INDUSTRIAL MORTGAGE & TRUST Co. 
LAMBTON TRUST Co. 
MARITIME TRUST Co. 
MONTREAL City & District TRUSTEES LTD. 
MONTREAL TRUST Co. 
NATIONAL TrRuSsT Co. LTD. 
Nova Scotia Trust Co. 
OsLER & NANTON TRUST Co. 
OTTAWA VALLEY TRUST Co. 
PREMIER TRUST Co. 
RoyAL Trust Co. 
SOCIETE NATIONALE DE FIDUCIE 
STERLING TRUSTS CORP. 
TORONTO GENERAL TRUSTS CORP. 
VICTORIA & GREY TRUST Co. 
WATERLOO TRUST & SAVINGS Co. 
WESTERN TRUST Co. 
YORKSHIRE & CANADIAN TRUST Co. 
*Dec 31, 1950. Dec. 31, 1949. 


t 
+Nov. 30, 1951. NA—Not available. 


Head Office 
Truro, N. S. 
Montreal 
Montreal 


Lethbridge, Alta. 


Brockville, Ont. 
Toronton 
London, Ont. 
Moncton, N. B. 
Toronto 
Toronto 
Halifax 
Winnipeg 
Montreal 
Toronto 
Montreal 
Sarnia, Ont. 
Sarnia, Ont. 
St. John, N. B. 
Montreal 
Montreal 
Toronto 
Halifax 
Winnipeg 
Ottawa 
Toronto 
Montreal 
Montreal 
Toronto 
Toronto 
Lindsay, Ont. 
Kitchener, Ont. 
Winnipeg 
Vancouver 


Total $3.632,280,068 


COMPANIES ASSOCIATION 


Estates, Trusts 
& Agencies 
(Dec. 31, 1951) 
$ 9,595,4887 
149,185,695 
13,762,100 
3,795,035 
2,982.966 
90,263,912 
129,782.190 
12,363,469 
54,521,418 
107,189,571 
100,803,848 
37,496 
93,728,619 
44,856,014 
18,424,087 
1,150,532 
2,176,030 
7,672,928 
13,552,882t 
959,590,354 
373,851,278 
17,676,652* 
3,514,127 
6,486,660 
7.002,980* 
1,038,325,447 
33,380,448 
8,144,051 
299,832,364 
7,247,672 
17,869,518 
3,514,237 
NA 
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116 Years 








~The Pennsylvania Company 


for Banking and Trusts Founded 1812 


Serving more people more ways than any other Philadelphia bank 





23 Offices, Philadelphia and suburbs 
MEMBER FEDERAL RESERVE SYSTEM * FEDERAL DEPOSIT INSURANCE CORPORATION 


* Trust powers granted 1836 
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Pension Plans and Prospects 


OPPORTUNITIES FOR TRUSTEED BUSINESS IN CANADA 


J. FRASER COATE 


Manager, Pension Division, Montreal Trust Company, 


N THE Unitep States, the larger 

banks became first interested in pen- 
sions as far back as 1937, to the point 
that at that time one bank instituted a 
pension division consisting of two em- 
‘ ployees. The Social Security Act had re- 
cently gone into effect and it was be- 
coming apparent that a supplementary 
benefit provided from industry was to be 
essential. In 1942, the Internal Revenue 
Code clarified the tax credit for ap- 
proved trusteed pension and profit-shar- 
ing plans and thus gave further impetus 
to the establishment of trusteed plans. 
A combination of wartime profits and 
excess profit taxes resulted in still more 
new plans during the war years. Sub- 
sequently, union demands for pensions 
were determined to be negotiable, with 
the result a number of very large plans, 
particularly in the automotive and steel 
industry, came into being. 


In Canada, the same historical pattern 
has evolved with several differing fac- 
tors and much later timing. Government 
Annuities at 4% were most attractive 
up until April, 1948 when the rates were 
changed. The Old Age Security Act be- 
came effective January 1, 1952. In gen- 
eral, it may be stated we are several 
years behind the United States in the 
growth and development of new pension 
plans. 


Appraising Potential Market 


Let us take a look at our potential fu- 
ture market. Out of an adult population 
of some 8,000,000, practically all of 
whom are eligible for Old Age Security 
Benefit, about 5,200,000 are employed. 
As the latter total includes self-em- 
ployed, small business and professional 
people, obviously only a portion of these 
are eligible to join a tax-exempted pen- 
sion plan. The statistics of the Unem- 
ployment Insurance Branch show some 
2,800,000 are covered thereunder. Be- 
cause a good number of these are em- 
ployed in relatively small groups, this 
figure will have to be discounted to ob- 

From address before annual meeting of Trust 
Companies Association of Ontario, March 20, 1952. 
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tain a gross potential for group pensions 
for Canadian employees. Of course, we 
may add the smaller number not eligible 
for Unemployment Insurance. A poten- 
tial of from 1,500,000 to 2,000,000 em- 
ployees as our total eligible would be 
somewhere near the mark. 


No statistics are available in Canada 
to determine the number now covered 
under group pension plans. A good 
guess by a senior official of the Depart- 
ment of National Revenue, who is in 
the best position to know, places it at 
1,000,000. So we might say that our 
market for the future is somewhere be- 
tween 50% and 100% of the business 
now in force. 


Unfortunately, however, we must do 
some more discounting. Only a few of 
the very largest employers remain as 
prospects. Probably the larger portion 
of this potential market is among those 
with less than 500 employees. At some 
point we hit a minimum which is con- 
sidered necessary for the installation 
of a trusteed plan. While insurance 
companies will not agree, this is ordi- 
narily stated by corporate trustees to 
be 100 lives. So again we must cut 
down our estimated potential. 


Aside from the fact a unit-benefit pen- 
sion plan for less than 100 lives may 
not be considered actuarily sound, cer- 
tainly on our present fee basis it will 
not produce very much revenue. The 
annual deposit for 100 lives will prob- 
ably run from $15,000 to $20,000, pro- 
ducing a minimum fee of $150. It will 
be five years before 14 of 1% on prin- 
cipal creates a fee of $250. It is quite 
possible and very sound planning to 
recommend a tax approved profit-shar- 
ing plan for small employers which has 
no trouble obtaining tax and actuarial 
approval—we may have some trouble, 
however, satisfying ourselves that it is 
profitable business. 


Government and Insured Plans 


In this estimate of 1,000,000 employ- 
ees who now have a pension plan is 


Toronto, Canada 


one accurate figure. As of March 3lst 
last year, 137,299 employees were par- 
ticipants in a plan underwritten by Gov- 
ernment Annuities. These are repre- 
sented in 900 plans with an average of 
152 employees per plan. There still re- 
mains some uncertainty as to how long 
taxpayers will be required. to support 
this rather iniquifous situation. Our cost 
in 1951 was $752,356 plus unknown 
hundreds of thousands required to fi- 
nance the 4° funding. It seems prob- 
able that some of those having contracts 
at the 4% rate will continue until they 
are paid up to the maximum of $1,200, 
but provision for all new employees and 
the excess pension over $1,200 is pros- 
pective business for us. A few larger 
companies have already amended their 
government annuity and insurance plan 
to one which is now fully trusteed. 
Others have studied amendment 
and unless the government goes com- 


such 


pletely socialistic with a lower annuity 
rate, it is probable many more will 
eventually be amended to the fully trus- 
teed basis. 


Of the 1,000,000 employees who now 
have a pension plan, it is estimated that 
60% of the plans but only 30% of the 
total of employees involved are under- 
written by insurance companies. In the 
United States a fair number of the 
larger companies have amended their 
plans from the insured to the trusteed 
basis. The obvious question is: are we 
justified in aggressively approaching 
this possible market? Insofar as my 
company is concerned the answer, at 
present, is no. 


In the first place, across Canada 
there are probably not more than ten 
large and desirable cases now fully 
insured. Secondly, a termination may 
produce an immediate cash loss, Third- 
ly, in principle, it is better business to 
create a new thing than to take away 
from someone else that which is al- 
ready established. 


If, of course, such an employer came 
to us and asked “Would a trusteed plan 
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cost less?”, I would say yes, by about 
15%. Would it create more administra- 
tive detail? The answer would be, “On 
the contrary probably less.” Would it 
be more flexible? Again the answer is 
definitely yes. If he then said why 
should we not change, I’m afraid he 
would have me there! 


Why Trusteed Plans? 


One of the most serious problems 
which faces us all is the fact that a great 
number of business men do not under- 
stand why a trust company is in the 
Pension business at all, and what they 
do. 

The insurance company will base its 
quotation on three factors: (1) loading 
or the cost of doing business at a profit; 
(2) mortality tables; (3) yield on in- 
vestments. Having determined the an- 
nual premium rate for the group in- 
volved, they will then enter into a con- 
tract which rate is guaranteed for five 
years, after which it may be increased. 

The trusteed plan is established on 
exactly the same basis except that the 
employer contracts with a consulting 
actuary and a corporate trustee to estab- 
lish his plan. The actuary determines 
the past and future service cost, norm- 
ally using the same annuity tables as 
used by the insurance company. The 
trust agreement with the corporate trus- 
tee establishes an irrevocable trust for 
the benefit of employees. Up to this 
point the routine is about the same and 
the employer may well enquire what is 
the difference the trend to 
trusteed plans? Let’s make a compari- 


why is 


son point by point. 


Comparisons and Contrasts 


1. Annuity Tables. Normally both 
the 1937 standard which for the 
present is considered conservative. In 
that we mean lives are calculated to live 
longer than is actually the case. On this 
basis the profit from this source reverts 
to the insurer—under the trusteed plan 
it reverts to the fund and thus indirectly 
to the employer. 


use 


2. Interest Rate. Most insured plans 
are calculated to earn 234%, most trus- 
teed plans at 3%. As 14% in yield pro- 
vides approximately 5% savings in cost, 
we here reduce cost by 5%. 

3. Excess Interest or Profit. While ac- 
tuaries still calculate at 3°°, a fund 
invested today will show a_ projected 
yield in excess of 4°). Even after we 
have deducted a fee of 14 of 1%, we 
indicate a further profit or lower cost 
of approximately 15%. 

4. Termination Charges. In all in- 
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Toronto 





from the Waterfront on Lake Ontario, with Convention Headquarters 
Royal York Hotel towering at left center. 





surance contracts a termination charge 
is involved. Under group annuities this 
will vary from 4% to 10%. In a con- 
tributory plan, the employer must re- 
fund 100° of employee contributions 
on severance. This means the employer 
stands the whole of the termination cost. 
No such charge is applicable to a trus- 
teed fund. 

5. Flexibility. This is one of the most 
important advantages of a trusteed plan. 
Obviously a two-party contract between 
employer and employees is always more 
flexibile than one including a third party 

the insurer. 


6. Loading. It is somewhat difficult 
to determine just what the loading is in 
an insured contract. It will be some- 
where between 4° and 8%. The cost 
of the actuary plus the corporate trus- 
tee’s fees should never exceed 114‘. 
This is usually paid as a business ex- 
pense item and not from the fund itself. 


7. Administration. Insurance com- 
panies claim they relieve the employer 
of administrative detail. As any pension 
plan is an integral part of payroll and 
as employers must keep wage deduction 
records for tax purposes, most find it 
much simpler to maintain their own 
pension records than to duplicate the 
same information when and how the in- 
surance company requires it. 


&. Funding. As an ex-insurance man, 
I would be the first to support the claim 
that the average individual will save 
more money regularly for his retire- 
ment by means of an individual endow- 
ment or annuity policy than he will by 
irregular deposits in a savings account. 
It does not seem to me this applies 
equally to a corporation. The corpora- 
tion sets its pension liabilities up as an 
account payable and would ordinarily 


make the necessary contributions as 
they would any other account. What the 
trusteed plan does offer is the fact that 
if. for a few days or months, it is not 
possible to make contributions, no bill 
is presented by the trustee. The actuary 
will add any interest necessary and the 
fund remains perfectly sound. 


Profit-Sharing 


Opportunities 

A relatively new phase. of opportun- 
ity for service lies in the development 
of profit-sharing plans. A tax approved 
profit-sharing pension plan offers many 
advantages as against the immediate 
payment type. Because deferred profit- 
sharing pension plans all require a trus- 
tee and because there are relatively few 
yet established, it may be of interest to 
analyze briefly these advantages. 


When any profit-sharing undertaking 
is established, the motive is a combina- 
tion of the employer's desire to provide 
for a sharing of profits in proportion to 
the labor invested by the employee, plus 
a certain amount of incentive planning. 
It is sometimes argued that what the 
employee really appreciates is take- 
home pay and therefore immediate pay- 
ments are preferable to the deferred 
type. Against this, as the majority of 
employees who would be eligible for 
such plans would also be liable for in- 
come tax, the latter is the first consider- 
ation for the individual. Not only will 
he be required to pay tax on his annual 
profit-sharing payment, which would 
not be the case in a deferred plan, but 
he also loses the opportunity to make 
a deposit from normal income which 
would also be tax exempt. 

One of the dangers of current distri- 
bution that the employer may worry 
about is the fact, that, after a few good 
years, employees may reasonably begin 
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to expect a certain amount of profit- 
sharing dividends as normal income. 
Certainly the dangers and problems are 
to a great extent alleviated if the 
annual credit is deposited as a part of 
retirement income and not as part of 
take-home pay. 

Perhaps of more importance to us 
are the advantages to the employer. As 
a general rule, it is not necessary to sell 
to any employer the desirability of 
having a pension plan. In many cases 
where they do not exist it is just be- 
cause the employer does not think he 
can afford it—they have never really 
tried to find out. In many others, they 
have found out that past service funding 
is beyond their ability to pay. 


Features of Profit-Sharing Pensions 


In all the foregoing situations, profit- 
sharing pension plans may well be the 
one best answer. Their features are: 


(i) The contributions must be deter- 
mined in accordance with a formula 
set forth in the plan, and which is 
not subject to change or variation 
from year to year. Such formula is 
subject to approval as part of the 
plan. 


(i) 


The amount which may be contribu- 
ted in any year shall not exceed 20 
per cent of the income, determined 
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under an approved formula, of the 
employer for such year. 


(iii) Notwithstanding the operations of 


the formula, the amount of the em- 
ployer contribution shall not exceed 
15 per cent of the remuneration paid 
during the year to the employees 
eligible for and actually covered by 
the plan. 
(iv) The employer must make a minimum 
payment each year if no profits are 
* earned or distributable. Such amount 
may be a percentage of the remun- 
eration of the employees covered. 


The formula for the allocation of 
profits paid into the plan must be 
stated, and is subject to review as a 
provision of the plan. The allocation 
must be on an equitable and non-dis- 
criminatory basis and may be required 
to be adjusted as against shareholder 
employees. It must be to provide pen- 
sion benefits only and not a scheme for 
the diversion of profits to shareholders. 


Contributions by employees are tax 
exempt up to $900 per year for past 
service and up to $900 for future 
service. 

The problem is to establish an equit- 
able formula which will at the same 
time provide for past service credit and 
yet will provide sufficient incentive and 
credit for the younger employees. As 
this procedure involves considerable 
study and a certain amount of know. 
how, it is probable the employment of 
experienced pension consultants will be 
found most desirable. Each company 
has its own situation, each must have 
a specially designed profit-sharing plan 
to adequately meet its needs. 
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Serving Eastern Ontario for 67 Years 
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ADMINISTRATIVE SERVICE 


Savings Accounts Invited 


Trustee’s Functions 


Can we do a proper job and make a 
profit? There are definite fundamental 
requirements to the proper servicing of 
a pension plan by a corporate trustee, 
First, we should fully understand the 
plan, the method of funding, its quali- 
fications for tax approval, the benefits 
to be provided, our procedure for pen- 
sion payments, our income tax and suc- 
cession duty responsibilities and obvi- 
ously the terms and conditions of the 
trust agreement. 


Next, we should obtain from the ac- 
tuary a projection of the liabilities of 
the fund and align our investment pro- 
gram to this. Maturities and yields must 
be planned and watched for immediate 
re-investment. 


Pension fund accounting differs con- 
siderably from that of normal trustee- 
ship. Here we have not an accounting 
for principal and income but rather a 
procedure wherein income is immedi- 
ately credited to principal. At the same 
time, we must present a report showing 
market 
projected yield and net yield for the 
period involved. 


amortized book values, values, 
\s the majority of 
funds call for a calendar year report. 
it is important that accounting proced- 
ures be maintained up to date through- 
out the year. 

The 


quired to adjust their sights to long 


investment committee are re- 
term planning. In some cases, past ser- 
vice liabilities for 
as long as thirty years. On the other 
hand, it is always possible the employer 


will not be funded 
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may suddenly decide to fund for past 
service in a shorter period. It is there- 


we may find the employer in difficulties 
and the investment markets depressed. 


their fee schedule in the past 
though the majority still use the same 


year 





a fore essential to maintain a close liaison For this reason. generally speaking a basis accepted as standard practice in 
tal with the client to provide the best in more conservative policy is ordinarily Canada. 
of service and results. followed in smaller contributory plans a 
Pe. ae than is the case in those of the large en 
he Contributions Affect Investment non-contributory type. This is particu- With certain important qualifications 
li- Investment policy will be based in larly true in profit-sharing plans whose it may be said the prospects are very 
its part on whether the plan is contributory | members are more likely to consider good. The qualifications are these: 
- or non-contributory. their credits in terms of dollars than in |. Be prepared to establish a separate 
- Some of the largest plans in Canada — retirement income. and distinct pension fund account- 
ri are of the flat benefit type -that is to — ing section. 
} say the employee is entitled to about : j 2. Become acquainted with the differ- 
| $60 per month after 25 years’ service Two problems which will become in- ing investment policies required. 
ac- on retirement with a proportionate re- creasingly important in the administra- 3. Aggresively go after new business 
of duction for less than 25 years’ service. tion of pension funds are succession —the average pension consultant 
ro- | In this case the whole cost is the re- duty and income tax responsibilities. It makes the same fee whether it goes 
ust sponsibility of the employer. If the seems apparent that although our trust insured or trusteed—some _ pre- 
ate trustee can reach out for a net yield in| agreements relieve us from any _ re- sumably because of the guarantee 
excess of 44>, which is now quite easy — sponsibility for payments from the fund of insurance commissions are in- 
on- to do, we are providing the employer authorized by the employer's designated clined to favor the insured method 
ee. with a reduction in his cost: of from committee or for the lack of them, as of funding. 
ing 15‘« to 20%, as the fund is calculated payees we are still responsible to the & Males et whi is Mi 
rs at 3‘.. In such cases our investment Dominion and Provincial governments tees om cu biden tis wal 
“di- policy is to include the maximum per- for succession clearances and to the saceumees ie else and feces wear be 
me mitted in common stocks and probably | Dominion for income tax deductions. year, to make a profit in aaa 
ing 35‘. to 40°% in corporation bonds and While the succession duty release haus willie 
les, preferred stocks. With past — service procedure is not complicated, it does I suggest we have a real opportunitv 
the funding for such plans based on a 30 add one more task and responsibility. jy adie Seats ta heel sees a 
of vear liability, market fluctuations have | am very much afraid income tax de- eet ‘iia wy life ‘te ecole "aad 
ort. no material effect’ on the true book — ductions with the advent of Old Age Canadians j 
ed- value of the fund. Security Benefits will cause an increas- . 
gh- Qn the other hand, a contributory ing amount of work in the years to 
plan means the employee has a very come. Whether this should be consid- 
re- personal interest in the annual state- ered as a_ separate billing item = or PROPERT ‘ 
mg | ments of the fund. So long as the com- whether gross fees should be somewhat IN 
ser- | pany remains in business and continues — increased is a matter which may demand 
for | its contributions, the book value state- consideration in the not too distant CANADA 
her ment is perfectly sound. It is true. of — future. It is significant that two of the % ie: 
ver course, that given a serious depression largest New York banks have increased The appointment of National 
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66 REAT "EM ROUGH AND TELL “EM 

ji NOTHING. That was manage- 
ment’s philosophy when dealing with 
people on the payroll, not many years 
ago. Business used to be concerned only 
with problems such as financing, ac- 
counting. producing, selling. Today hu- 
man relaticns is the number one prob- 
lem of business. 

Canadian business has learned how 
to handle things, its next big job is to 
learn how to handle people. The philo- 
sophy which has obtained the best re- 
sults for all concerned runs something 
like this— 

-no objectives can be attained except 
through the medium of people. 

-people are indispensable in achieving 
the goals of any enterprise. 

-there are no two people alike. 

-they have variations in physical fitness, 
knowledge, character, skill, talent. apti- 
tude, interest and capability. 
they are unbelievably adaptable. 

-they respond to their 
whether it be good or bad. 

-they must, therefore, be treated as in- 
dividuals. 

| This philosophy of good personnel 
administration continues along these 
lines; the citizens on our payrolls are 
eitizens of a democracy; as such they 
have been taught in our free school svs- 
tem that they have certain. inalienable 
rights to life, liberty. and the pursuit of 
happiness, and certain freedoms ac- 
corded them by the constitution of this 
great country. Therefore, unless we 
make sure that the actual daily work 
experiences, for at least a large major- 
ity of our citizens, are a confirmation 
rather than a contradiction of these 
democratic rights it is quite likely that 
our form of government will be 
changed. It seems to me that the preser- 
vation of democracy, in one of the few 
places on earth where it still exists, is 
dependent primarily upon the way 
people are treated where they work. 


From address before annual meeting of Trust 
Companies Association of Ontario, March 20, 1952. 


environment, 
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Liaison Function 


Personnel people are supposed to act 
as liaison between management and the 
employees. The word liaison is a good 
one to use in this connection because 
it means “a relationship established be- 
tween two widely separated bodies.” 


The management wants efficient and 
happy employees who are willing to do 
a good job for a fair day’s pay. A fair 
day’s pay for a job well done is a funda- 
mental goal of good management, for 
the level of productivity and morale in 
any company is directly responsive to 
the degree of accuracy with which its 
jobs have been priced. Whether the 
price of a job is “high” or “low” should 
depend entirely upon its relationship to 
the rates paid for other jobs within the 
organization and the rates for similar 
jobs in the community or industry. 


The second thing management wants 
is employees who possess the attitude 
toward management that will help build 
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or 


the business together as a team: who 
will develop themselves as leaders and 
maintain loyalty to the company; who 
realize that they are really in business 
for themselves on somebody 
money. Profits and production can only 
be increased by maintaining a positive 
approach to the problem of human rela- 
tions and thereby developing the spirit 
of team work. 


else’s 


They're Only Human 


An employee wants, firstly, to be con- 
sidered as an individual. In their book 
entitled “The Dynamics of Industrial 
Democracy.” published early in 1942 
after they had negotiated contracts with 


090 
828 


gE Ne 


firms involving 660,000 members 
in the steel industry, Clinton Golden 
and Harold Ruttenberg said: 


“One of the 
union membership is the desire of workers | 


compelling motives for 


to give their personalities dignity and 
their lives a meaning. They join unions to | 
become something more than a check | 


number that is ordered around as a piece | 
of material is forged. They crave to be 
recognized as human beings, to be treated 
with respect, to be given the opportunity 
to find satisfaction in their daily work 
through the free play of their inherent 
creativeness, and to win the praise of their 
fellow workers and secure personal recog: 
nition and advancement of their ideas and 
their ability to think.” 


The dynamic quality. the militancy 
and the crusading spirit of the labor 
movement, especially of C.1.0. in the 
last decade, were nurtured by the fail- 
ure of management to satisfy the non- 
economic needs of the workers. 


In the New York World-Telegram of 
April 11, 1947, George Gallup, director 


of the American Institute of Public | 
Opinion, reported: 
“The general public thinks there are 


about as many things wrong with employ- 
ers as there are with unions. The chief 
complaint against employers was not what 
you might expect—low wages. More people | 
named a broader, more _ inclusive fault: ¥ 
Management hasn’t got enough understand | 
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ing of working people and their problems. 
Businessmen keep thinking of labor as a 
commodity instead of as human beings. 
The reason people join unions is because 
they feel that the boss won’t’ pay any real 
attention to the welfare of the workers if 
left to himself.” 
There seems to be unanimous support 
of the theme that it is essential to sat- 
isfy the non-economic needs of people. 


Proper Place and Responsibility 


The second thing an employee wants 
is to be properly placed and _ trained. 
Through right selection, the individual 
finds himself placed in a position fitted 
to his aptitude, ability and capacity. 
and is ready for the development of his 
skill. Training provides opportunity for 
the development of that skill and the 
satisfaction that comes from accomplish- 
ment. The success of the whole organ- 
ization depends upon the development 
of the highest degree of skill in each 
of its individual Personnel 
management should concern itself with 
the development of policies that seek to 
bring out and develop the best qualities 
in each individual. 


members. 


Thirdly. an employee wants to parti- 
cipate in the solution of his own prob- 
lems. Employees should be encouraged 
to express their views on matters affect- 
ing their jobs and interests. Considera- 
tion should be given to their views be- 
fore reaching decisions materially affect- 
ing their jobs or interests. Those who 
direct the work of others should see to 
it that no one is ignored on those things 
about which he thinks he has a right 
to be consulted. 


Fourthly he wants to know what is 
going on in the office and in his com- 
pany. All matters affecting employee re- 
lations should be fully and freely ex- 
plained. This means that the supervisor. 
who really represents the company to 
the worker, must always be kept up to 
date on the general principles of man- 
agement, and the objectives, policies and 
ideals of the Company. 


Pay Plus Prospects 


Fifthly the employee desires fair pay. 
Here again the word used is “fair” in- 
stead of “good.” I am convinced that 
employee satisfaction depends as much 
on his feeling that he is being paid 
fairly and without discrimination in re- 
lation to other employees of similar 
skill, as it does on the actual amount of 
his pay. Only careful attention to the 
right job classifications can assure this 
fairness. 

An employee also wants security. The 
primary purpose of employee benefits is 
to relieve the employee of some of his 
anxieties. Group insurance, hospitaliza- 
tion. pension plans etc. are potent forces 
for good morale, not because they give 
rise to gratitude, but because they re- 
lieve some of the worries which make it 
impossible for an employee to be co- 
operative at his work or in his private 
life. 

Lastly and by means he 
wants opportunity. For the creative and 
ambitious type of employee the question 
of opportunity and future possibilities 
surpasses the question of salary. Pro- 
motion systems and upgrading plans are 


no least 
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necessary to satisfy this craving for op- 
portunity. 


Role of Personnel Administrator 


A recent conference of the American 
Management Association reached the 
conclusion that “no company is too 
small to have someone whose primary 
job it is to specialize in personnel ad- 
ministration and the study and elimina- 
tion of causes of misunderstanding and 
resentment on the part of employees and 
supervisors.” 

Where does the personnel administra- 
tor fit into the company organization? 
He is clearly a staff official and he 
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Our business is that of a trust 
company; we are not engaged in 


banking. 


Incorporated and organized in 
1889, we now have assets aggre- 
gating hundreds of millions of 
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and Trust Officers are expe- 
rienced and reliable, and we hbe- 
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Estate Departments have excep- 
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ada. 
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should report directly to the chief execu- 
tive. As explained by Professor Paul 
Pigors of the Massachusetts Institute of 
Technology, line officers are those who 
have direct responsibility for receiving 
orders from their superiors and for 
carrying them out by giving instructions 
to and getting the co-operation of their 
own subordinates. The President is the 
top line officer who derives his author- 
ity from the board of directors and 
under him at successive levels are the 
general manager, department heads and 
supervisors. 


Staff officers are those who provide 


THE BANK FOR ALL THE PEOPLE 











CONDENSED STATEMENT OF CONDITION, MARCH 31, 


specialized services to the line officials 
and advise and assist them in the per- 
formance of their duties. The Secretary, 
Comptroller, Cost Accountant, etc. are 
staff officers. 


The personnel administrator should 
not issue orders in his own name to 
members of the line organization or to 
employees. He should advise the top 
executives on good personnel policies 
and on their consistent, uniform appli- 
cation throughout the organization. He 
may initiate the formulation of person- 
nel policies, but he should not have the 











final authority to establish them. The 

1952 
ASSETS 
~ + « «+ $ 222,095,284.48 | 


Cash on Hand and in Banks . . . 
United States Government Securities 
State, Municipal and Other Securities, 
the Federal Reserve Bank 
Loans and Discounts . . . .. . 
Bank Premises. . ..... . 
Other Real Estate ek eM em 
ge ee 


LIABILITIES 


Capital Stock . ... =... 

0 a eee ee 
Undivided Profits. . . . .. . 
Reserve for Contingencies . . . . 


DEPOSITS 
Commercial and Savings. . . . 
Estates and Corporate Trust 
Accrued Taxes, Interest,ete. . . . 
Other Liabilities . . . ... . 


a a a 125,478.414.18 
neluding Stock 
o a % 143,180.815.95 
$25,.959.439.46 
3.425.246.11 

1.00 
5,039,532.22 
$1,.225,178.733.40 


. . . . . . 


$ 17,500,000.00 
35,000,000.00 
13,492,997.33 
3,000,000.00 


Capital Funds §$ 





68,992,997.33 


$1,110,601,355.59 
34,532,373.28 


1,145,133,728.87 
7,813,933.26 
3,238,073.94 


United States Government Securities carried at $120,929,275.80 are pledged to secure U. S. Govern- 
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$1,225,178,733.40 
| 


personnel director may also advise and 
assist the lower line officials in admin. 
istering personnel policies and in hand. 
ling personnel problems. He is expected 
to keep his finger on the pulse of the 
organization—to diagnose its stability 
and morale—and to help develop sound 
personnel procedures and services de. 
signed to maintain high morale and 
correct poor conditions. But unless he 
has management he 
accomplish little. 


top support can 


Specific Duties 


The Personnel Director should fune- 
tion in an advisory capacity to all levels 
of management on the personnel aspects 
of all company policies and practices, 
In addition he should be responsible for: 

1. Recruiting and interviewing applicants, 
2. Referring suitable applicants to re. 
spective Supervisors. 

3. “Signing on” new employees after they 
have been found suitable by Super. 
visors. 

1. Induction of new employees. 

». Systematic check on adjustment of new 
employees. 


all 


whether 


6. Interviewing employees — leaving 


Company. voluntarily or on 


dismissal by department ‘heads. 


7. Maintaining adequate personnel ree- 
ords and prepare periodic statistical 
reports, 


8. Assisting department heads in_ trans- 


fers and promotions. 
for promotion 


9. Assessing personnel 


purposes 


aa 


10. Co-ordinating training and develop. | 
ment: (a) assisting Supervisors in de- 
velopment of sound induction and 
training programs within department: 


for 


(ce) co-ordinating plan for 


(b) introducing training sessions 
supervisors ; 
development of certain key personnel. 


11. Providing continuous advice on em- 


ployee benefits and services. 
12. Acquiring information current 
wages and salaries paid within financial 
field 
13. Rendering 


of 


on 


and community generally. 


periodic re- 
salary 


assistance 
whole 


on 


viewing wage and 
structure, 

14. Counselling with employees who have 
difficulties of either a personal or 
other nature. 


. Keeping in personal touch with staff 


and constantly examine conditions of 
co-operation in all areas and levels of 
Company. 


Future of Human Relations 


It seems to me that we must catch | 


up with science by expanding our 
knowledge of the social sciences that 
lead to the improvement of human re- 


lations among men. We should believe | 
eg 


in and act on the following basic prin- 
(Continued on page 274) 
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CANADIAN TRUST BUSINESS SETS RECORDS 


VOLUME AND GROSS EARNINGS REACH 


ATENSIVE GROWTH IN THE TRUST 
ee sinEss of Canada marked the 
year 1951. Eighteen out of twenty-one 
trust Companies* reporting to TRusTs 
anp Estates showed an increase in the 
volume of estate, trust and agency as- 
sets under administration, five of these 
taking note of an all-time high. The 
amount of gross income was reported 
by thirteen companies to be larger than 
last year, four of them citing record 
figures, but higher 
taxes, narrowly limited the net gains. 


costs, especially 
and in some cases held them below the 
1950 level. 

\ccording to di- 
rectly? to TRusts anp Estates by Do- 
minion Superintendent of Insurance R. 
W. Warwick, estates, trusts and agency 
funds of Dominion and Provincial com- 


figures released 


panies reporting to his office aggregated 
$3.622.812.248 at the end of 1951. This 
represented a gain of $202.116.753 over 
the previous year-end total. Provincial 
companies account for close to 90 per 
cent of the entire amount. 

“The federal and provincial levies are 
equivalent to a 100‘7 excess profits tax 
on all taxable income exceeding the 
previous year up to a 22‘% gain,” one 
report commented. “Comparatively few 
companies can increase their profits by 
more than 22° in one year, and yet 
that is what a business would have to 
do in order to have at least the same 
amount available for its shareholders 
as in 1950.” Remarks in the House of 
Commons in October by Mr. Abbott. 
Minister of Finance, were quoted thus: 
“I have made no secret of my concern 
over a system of taxation under which 
more than half the profits of companies 
are taken away by governments. The 
effects on incentive and efficiency can 
be extremely dangerous, at a time when 
maximum output and economy in opera- 
tions is so important as it is today.” 

The very factors which have been re- 
ducing profits have at the same time 
brought about an increase in the volume 
of business. “Individual wealth is being 


*Only trust companies may transact fiduciary 
business and conversely they may not engage in 
commercial banking, although they do perform 
other functions such as accepting guaranteed de- 
posit accounts. 


_iThe official report is customarily rendered on 
November Ist each year for the preceding year-end. 


Aprit. 1952 


attacked from all sides by taxes and 
duties almost to the point of confisca- 
tion (and) the company is, because of 
the pressing need for people to protect 
what little remains, receiving more ap- 
pointments than ever .” This need. 
coupled with a growing understanding 
of trust services, has reached the point 
where “. . . Trust Companies have come 
to be recognized as an essential part of 
the Canadian 
not surprising that attention is turning 
to the size of fees in relation to the work 


economic scene.” It is 


and responsibility involved when “the 
fees of executors in the 
of Ontario and | understand it 
to be so in the other provinces of 
Canada 


Province 


have not increased in the past 
thirty years.” and “profit on the ad- 
ministration of estates and trusts was 
considerably less than $1.00 on every 
$1,000 of assets” under the company’s 
care. This’ situation has its counterpart 
in the United States where efforts for 
legislative relief and the renegotiation 
of fees with beneficiaries have been in 
progress in recent years. 

Interest rates “having a serious effect 
on the economy” improved after the 
“outstanding national event” of the year 
affecting trust companies. namely the 
withdrawal by the Bank of Canada of 
its support of Government bond prices. 
This resulted in a depreciation of the 
market price of these bonds and _in- 
creased interest returns on new invest- 
ments, “‘A good many widows and other 
recipients of income from estates will 
benefit from the higher return on se- 
curities.”” 

“The removal of foreign exchange 
control was a desirable and courageous 
measure. It put Canada in the company 
of the United States and Switzerland as 
the only three major countries whose 
currencies could be bought and sold 
freely without legislative restrictions.” 
This action also removed from the trust 
companies many burdensome govern- 
ment requirements. Indications of how 
great Canada’s growth is lay in the 
comment that “Canada’s growing indus- 
trial strength has expanded her world 
influence, has helped to attract an ample 
supply of fresh capital . . . Canadian 
investors last year plowed back a record 
of 22% of their national income into new 


NEW HIGHS 





Drawing of head office on annual report of 
The Royal Trust Co. which, with estates, 
trusts and agencies exceeding one billion dol- 
lars. is the largest trust company in Canada. 





development. United States, Britain and 
Swiss capital is rushing into the bullish 
Canadian market. American investors 
have put more than seven billion dollars 
into Canada, being the heaviest United 
States stake in any foreign country, and 
the flow is rapidly increasing as Canada 
shows she has both the wealth and the 
men to work.” 


There was firm backing for capitalism 
against “the present socialistic trend.” 
Union leaders were quoted as “outspoken 
in support of our free enterprise system, 
if somewhat critical of its operation at 
times.” Profits, or the chance of profits, 
were called “the spark plug of the sys- 
tem” which, in Canada and the United 
States, “with only seven per cent of the 
world population produces over one 
third of the world’s goods” and gives 
these two countries “the highest stand- 
ards of living the world has ever seen.” 


The effect of inflation and taxes upon 
the people’s ability to save was con- 
sidered dangerous. “This should be of 
particular concern to the five million 
owners of life insurance policies, the 
eight million owners of bank accounts, 
the one million members of pension 
funds, and the countless Canadians who 
hold investments in their own right, be- 
cause in these various ways the vast 
majority of Canadians are ‘Capitalists.’ 
It should never be forgotten that all 


271 








capital results from savings.” A sense 
of responsibility to inform people more 
fully on “basic economics, finance, or 
the problems of management” led to the 
statement, “It is your duty and mine 
to do what we can to place before the 
people the fact that we have a country 
to be proud of.” 


Quotable excerpts from the annual 
reports received to date follow in alpha- 
betical order of companies. with head 
office shown. 


Acapia Trust Co., Truro, N. S.: 


Another year of progress . . . even more 
gratifying is the strengthening of the con- 
fidence of the public in our institution and 
the service it renders .. . 


Estates, Trusts 
$9,595,488. 


and Agency Funds — 


ADMINISTRATION AND Trust Co., MONTREAL: 


Gross revenues from operations for the 
year 1951 have been established at $576,092 
as against $566,635 for 1950. Net revenue for 
1951 amounts to $190,881, an increase of 
$25,626. Net profit amounts to $117,431 in 
comparison with $110,994 for the previous 
fiscal year. The total assets controlled and 
managed by the Company have been in- 
creased by almost $20,000,000 over the year 
1950, with estates, trusts and agencies ac- 
counts rising from $133,422,539 to $149,185,695. 


SRITISH CANADIAN Trust Co., Lethbridge, 
Alberta: 
\ half-century of progress The first 


meeting of the Board of Directors (was) held 
in Winnipeg on September 25th, 1901 

The first financial statement published on 
June 6, 1904. showed assets of $109,120, re- 
ceipts for the year $1314, profit for the year 
$435 ... (net profit for the year 1951 before 
income taxes, ($40,998) . One of the most 


gratifying features of the progress of the 
Company is the steadily increasing number 


and volume of estates of deceased persons en- 
trusted to the Company . . . During the year 
the Company introduced Machine Accounting. 


Trust Funds: 


Original Assets of Estates at In- 
ventory Value $2,954,461 
Trust Fund Investments — Bonds, 
Stocks, Mtgs. 700,130 
Cash on Hand in Bank 140,444 
$3,795,035 
BrockviL_te Trust & Savines Co., 
Brockville. Ont.: 
Funds and investments, and book value 
of assets held for administration, realization 


and distribution: $2,982,966. 


CANADA PERMANENT Trust Co., 
Toronto, Ont.: 


The most noteworthy feature of our thirty- 
ninth annual report is the expansion of our 
estate, trust and agency account. The net 
gain in such assets under our administration 
was over $8,000,000, the largest increase for 
any year in the history of the company .. . 
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Canada Permanent Trust Co.’s report shows 
growth of fiduciary accounts. 





Notwithstanding this greater activity of the 
Company, the net profits after taxes are down 
slightly from the record year of 1950 due 
entirely to the higher taxes levied by the 
federal government during the year. A de- 
fence surtax was imposed adding 20% to the 
corporation tax on taxable income over $10,000, 
making the combined levy of the Federal and 
Ontario governments on such income a rate of 
52.6%. In addition the Old Age Security Tax 
of 2% has since been added to bring the 
total levy up to 54.6% . Our Company i- 
being taxed more heavily than we 
any of the years 1939 to 1945 when Canada 
was fighting an all-out war Events (of 
the past year) have served to emphasize the 
provincial 


were in 


need for amending our various 


Trustee Acts so as to widen the range of 
securities in which trust funds may be in 


. The year saw also a rise in in 
Dominion 


vested 
terest raies exemplified by 
of Canada bonds rising from 
3% level in January to 346° in 
195] 


15-vear 

an approximate 

December. 
1950 

Estates, Trusts and 

Agencies under 

$82.128.619 


administration $9).263.912 


Canapa Trust Co., London, Ont.: 


Estates, Trust and Agencies Account 
1951 1950 
Original assets, in- 
vestment and cash 
$118,000,000 


on de posit $129.782.190 


Co., Moncton, N.B.: 
195] 


CENTRAL TRUST 
1950 
Estates, Trusts and 

Agency Accounts un- 


administration $12,363,469 $11,412,816 


der 


Cuartered Trust Co., Toronto, Ont.: 


During the year 1951 the Company con 
tinued its growth which is shown by a record 
for volume of business and in net profit. Due, 
however, to the higher rate of taxation, the 
balance after taxes is somewhat less than in 
1950. Estates, Trusts and Agencies under ad- 
ministration showed the largest inerease in 
our history, (now totaling $54,521,418). 


Crown Trust Co.. Toronto, Ont.: 


The volume of business under our admin- 
istration has reached an all-time high 
Estates, Trusts and Agency Account (Funds 
and Investments) : $107,189,571 (compared to 
$100,331,359 in 1950). Profits for the year 
after providing for all management expenses, 
contribution to Employees’ Pension Fund, ac- 
crued interest and all other charges: $198.22] 
(compared to $192,620 in 1950). 


EaAsTerRN Trust Co., Halifax, N. S.: 


The Net Earnings before Taxes at $241,059 
exceeded those of 1950 by $16,680 and con. 
stitute an all-time high record . . . In the 
early nineties, when the Eastern Trust Co. was 
founded in Halifax as an independent Trust 
Company, it was a very small business in- 
deed. Today it is a Company of national 
scope with Branches extending from St. 
John’s, Nfld., to Vancouver, B. C. Its growth 
has been steady and persistent, until today it 
is one of Canada’s important financial insti- 
tutions. It has stuck to its last, which has been 
the administration of trusts with an eye 
single to the interests of the clients who have 
put their trust in it... At the beginning of 
the current century the Assets under Admin- 
istration were of a value of $1,678,439; by the 
end of 1951 they had grown to $119,409,952; 
the growth in 1951 alone was $9,554,019. 


195] 1950 
Estates. Trusts and 
Agencies $100.803.848 $92.477,993 


GENERAL Trust oF Canapa, Montreal: 
195] 1950 

Book value of 
held in trust 
Book value of safe 


custody account 


assets 


$93.728.618 $87.407.374 


15,198,829 18.265.553 


Lampton Trust Co., Lrp., Sarnia. Ont.: 


Estates, Trusts and Agencies: 


Assets $1,109.64 


960,102 


Unrealized 
Invested 

Cash in Bank and other 
Institutions 


Financial 106,285 


Total $2,176,030 


Manitive Trust Co., St. John, N. B.: 


There has been an increase in the Estates, 
Trusts Agency under admin- 
istration during the $7.126,399 to 
$7,672,928. 


accounts 
from 


and 
year 


Montreat Tresy Co.. Montreal. Que.: 


Results of our operations in 1951 were suf- 
ficiently warrant 
an extra dividend of twenty cents per share 


‘ 


satisfactory to payment of 


1951 1950 
Cash, Securities 

and other as- 

sets held for 

estates, trusts 
$959.590.354 $908,187.759 


and agencies 


NATION AL Trt st Co.. ] TD., Toronto, Ont.: 


Profits of $790,467 for the year 
increase of $24,909 over the previous year. At 
the same time, $29,961 
as a result the Company’s profit. after taxes, 
. The total 


very 


show an 


taxes increased and 
is slightly less than last year . 
under administration increased 
substantially during the year and now stand 
at the highest point in the Company’s_his- 
tory All departments of the Company 
have experienced a very active year, particu- 
larly those dealing with personal trusts, trans- 
fers of shares, and corporate trusteeships . . . 
an all-out effort has been made in all depart- 
ments to streamline operations while main- 
taining quality of service interest of 
corporations in employee pension trusts great- 
° few 


assets 


ly increased that department’s business . 
people realize the burden that exchange con- 
trols placed on the Company . . . Corporate 
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which 


profits, are taxed as high as 
54.6%, are again taxed in the hands of the 
shareholders, when paid out as dividends, at 
the new increased personal income tax rates 
... In Ontario, an estate of say $45,000 pass- 
ing to a brother, sister or other collateral rela- 
tive of the deceased, will be taxed, for suc- 
cession duty purposes, at $6,130 or 13.62% 
of the estate and if the beneficiary is not a 
relative the duties will be greater — $8,240 
or 18.31% of the estate ... Would again urge 
that Provincial take 
that a reasonable percentage of any estate 
or trust may 


now 


Governments steps so 
be invested in 
and 
which the generally accepted tests as to eligi- 
bility have been applied Our profit on 
the administration of and trusts 
considerably less than $1.00 on every $1,000 
entrusted to care. A 
one-half 
much to pay, in terms of purchasing power, 
the same dividend it did prior to World War 
1}. Our Stock Transfer Departments handled 
the 
more 


common or pre- 


ferred shares corporation securities to 


estates was 


of assets our company 


must now earn three and times as 


the greatest volume of work in history 


of the Company considerably than 
in 1929 Our Estate, 
business continues to 
at $373,851,277. an 

$19,000,000 the 


Many of the accounts administered by us are 


trust and agency 


grow and now stands 


increase of more than 


over previous year 
in size 
$50,000. 


modest the majority have been Jess 


than 


NORTHERN Trost Co., Winnipeg, 


1950 


Manitoba: 
1951 
Estates, Trusts 
$19,703,722 $20,639,677 
15,068,280 
4.513.614 
1.057.783 


Agencies 
Assets 


Investments 


and 
Unrealized 
Trust 


Bank 


Cash on Hand and in 
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OEPOSIT INSURANCE CORPORATION 


MEMBER FEDERAL RESERVE SYSTEM 


Ottawa VALLEY Trust Co., Ottawa: 


There has been a further increase during 
the year in the total number of new Estate, 
Trust and Agency accounts and also in the 
number of mortgage loans under management. 
There has been an increase as well in the total 
amount of under administration 
the total value of Estate, Trust and Agency 
accounts at the end of this year is less than 
the corresponding figure for 1950 . . . be- 
cause the amount shown for the year under 


assets 


review does not include the value of mort- 
gages in respect of which we act merely as 


agent for the collection of accounts. 


1951 1950 


Trusts and 
Account 


ke states, 
Agencies 


$6,486,660 $7,334,825 


PrupentiAL Trust Co., Lrp., Montreal, Que.: 


All departments of the company’s business 
showed expansion Estates, Trusts and 


Agencies: 


administration 
$11,868,362 
1,098,007 


Investments under 


by the Company 
Cash in Banks 
Total $13,491,690 
Royat Trust Co., Montreal; Que.: 


We are receiving more appointments than 
both Es- 


Legislation 


Executors and Trustees for 


Lifetime 


ever as 
and Trusts 


amending the Quebee Succession Duties Act, 


tates 


and broadening the exemptions in Estates of 
$50,000 or less, announced in December 195], 
is hailed as a step in the right direction, inas- 
burden of taxation on 
small and moderate amounts 

Trustee for employees’ pension 


much as it eases the 
Estates of 


Acting as 


funds of Canadian corporations is now an im- 


— -“ _ _—_—_—_____—__—_.- 


Caltforuia- Wide 


Bank of America offer you 


NATIONAL TRUST AND 


portant and growing function of our com- 
pany many fine appointments (have 
been) received in the past few years... 
The Corporate Trusts division showed marked 
activity throughout the year. Stimulated by a 
buoyant stock market and by a large amount 
of new financing, the volume of work handled 
by the Stock Transfer and Bond Trusteeships 
Departments was well above average. Both in 
the number of new appointments and in the 
volume of Bond Trusteeships under admin- 
istration, ]951 showed a satisfactory increase 
over the previous year. A feature of the re- 
cent activity in this field has been the in- 
creasing public demand for, and acceptance of, 
Debenture issues convertible at the option of 
the holder into stock. 
1951 1950 

Funds and Invest- 

of Es- 

tates, Trusts and 

Agency Accounts 

under administra- 

tion — at nom- 

inal $1.038,325,447 $1,012,064,962 


vestments 


values 


SoctETE NATIONALE DE FIpucir, 


Montreal, Que.: 


\ssets under administration (Estates, Trusts 
$33.380.448. 


and Agencies): 


STERLING Trusts Corp., Toronto: 


During the year (its fortieth) the Corpora- 
tion received a goodly share of new business 
and Gross Earnings exceeded any figure 
previously attained, but due to a sharp rise 
in operating expenses Net Earnings (11.53%) 
were fractionally lower than a year ago... 
\ substantial portion of gross earnings is 








TRUST SERVICE 








iodo personnel in fully- 


equipped trust departments of 


California's most complete trust service. 


Branches are located at strategic points throughout the state 


Bank of America 


ASSOCIATION 
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represented by fees paid for services as trustee 
and executor of estates. During the year we 
received many new appointments to act in 
this capacity . . . the public is becoming 
increasingly aware of the wisdom of appoint- 
ing a corporate executor. 


Estates, Trusts and Agencies 


1951 1950 
Funds, Investments and 
Book Value of Assets 
held for Administra- 
tion, Realization, and 
Distribution $7,676,072 
Cash on Deposit 467,978 





$8,144,050 $7,906,066 


Toronto GENERAL Trusts Corp., Toronto: 


We have completed our 70th year ... In 


each decade we have extended our field of 
service ... Our gratification is tempered by 
the heavier taxation imposed in 1951. Unlike 
other businesses to which this tax is applied, 
trust companies are not in a position to pass 
on the additional burden to their clientele . . . 
From the first the Company has acted in the 
administration of estates, trusts and agencies, 
and the volume of our business for these ac- 
counts is reflected in the trust and agency 
assets carried at $299 millions. The scope of 
personal agencies has expanded, and the man- 
agement, valuation and selling of real estate 
properties is now an important part of our 
business. Corporations are using our agency 
services in trusteed pension plans ... We have 
done a good deal towards offsetting the rising 
costs of recent years in the way of mechaniza- 
tion, uniformity of records, simplification of 
methods, and in the training of personnel . . . 


e TRUST DEPARTMENTS’ COMMON PROBLEM 


e TOO LITTLE MANPOWER AND INCOME 















this for many banks. 


712 Provident Trust Building 
Philadelphia 3, Penna. 
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A sensible approach to this problem is to see where 
savings can be effected. Cut detail work to a minimum 
by using fewer issues among corporate investments. 


Eliminate small holdings, build up the strong items. 


Do no work in your own department which can 


be done better and cheaper by an independent service. 


You can not delegate responsibility for decisions 
on the management of your trusts, but you may find 
much which can be appropriately done for you outside 


at great saving in time and money. 


Our Group Plan for Trust Departments is doing 


Address inquiries to our Philadelphia office. 


STUDLEY, SHUPERT & Co. 


Investment Counsel 


e TOO MUCH DETAIL WORK AND EXPENSE 


24 Federal Street 
Boston 10, Mass. 





The assets under administration for Estates, 
Trusts and Agencies at $299,832,364 show a 
net increase during the year of $9,807,861, 
The volume of new business exceeded that of 
any previous year. 


Victoria & Grey Trust Co., Lindsay, Ont.: 


The financial statement presented is 
one of the best in the history of the Com- 
pany ... While profits before taxation show 
considerable increase, we paid out for taxes 
for all purposes the sum of $166,586 which is 
considerably more than the dividend paid to 
our stockholders The Balance Sheet 
shows Estates under administration of $7,247,. 
000 as against $7,022,000 a year ago... This 
department occupies an important place in the 
Company’s over-all business 
executorship appeals 
generation who are conscious of the necessity 
of experience in the administration of estates 
under present business conditions . . . 
year the Estates Department 
important and new wills are constantly being 
filed with the offices of the Company. 


Corpor ate 


more to the younger 


Eve ry 


becomes more 


Watertoo Trust & Savines Co.. 
Waterloo, Ont.: 


The Company’s statement for the past year 
displays a substantial increase in the several 
departments of business. Estates, Trusts and 
Agency Account: 
$9,324.870) 

1.032.762 


Trust Investments 
Cash on hand and in banks 
Inventory value of unrealized 


Estate Assets 7,911.885 

Western Trust Co., Winnipeg. Man.: 
1951 1950 

Estates, trusts and 

agencies held for 

administration $3.514.237 $3.655.389 

RN A A 
Personnel 


Administration 


(Continued from page 270) 
ciples to insure a positive approach to 
personnel problems. 


1. Business is primarily a matter of 
people. No machine was ever invented 
that performed any useful function until 
people operated it and managed it. 


2. Employees are human beings first. 
citizens of our nation second, and fac- 
tors in the operation of business third. 
The working force of any business is a 
collection of human beings, with indi- 
vidual rights and problems worthy of 
consideration by management. 


3. The ability of management acting 
with 
dignity and freedom of the individual 


jointly workers to preserve the 
is the only positive approach toward 


preserving democracy ° 
tw) é 


4. Finally, the destiny of man lies in 
being of service to others. We were 
placed here to improve the society in 
which we live and that should forever 
be the goal of business leaders. 
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Bonds or Stocks in 1952? 


EQUITIES VIEWED WITH LESS FAVOR 


RAYMOND RODGERS 


Professor of Banking, School of Commerce, Accounts, and Finance and in the 
Graduate School of Business Administration, New York University 


pane WORLD OUTLOOK is by no means 


good: but it could be.worse and 
better! Peace through 


friendship is much to be preferred; but 


it is getting 
peace through military strength is much 
better than war; and every day the 
strength of the democratic western world 
is greater than the day before. 

Throughout the current post-war pe- 
riod | have insisted that Russia would 
not hazard the terrible consequences 
of direct war with the Western World. 
Fach passing day adds to my convie- 
tion that the hard-bitten realists in the 
Kremlin will not commit suicide by at- 
tacking the free world in the foreseeable 
future. On the other hand, they will 
continue to stir up their satellites against 
us. and do everything possible. other 
than direct war. to bleed us financially 
and wreck us economically through sub- 
version, propaganda and all means fair 
or foul, chiefly foul. as Marxian dialec- 
tic holds that such is the route to the 
ultimate victory over capitalism! 

Even though direct war is highly im- 
probable, foreign developments must be 
watched very carefully because of their 
impact on government spending. mili- 
and civilian buying 


tary production 


rates, 

This talk is based on the assumption 
that direct war will be avoided. In fact. 
the economic and financial consequences 
of another world war would be so great. 
that it would be little more than idle 
speculation to try to postulate their 
effect on investments. 


The United States Outlook 


Since the end of World War II, we 
in the United States have had 
piled on boom. Each time that a read- 
justment started to materialize, another 
boom came along to bail us out. This 
rescue-cycle continued until last spring 
when, despite heavy rearmament spend- 


boom 





From address at Twentieth Annual Meeting, 
Trust Companies Association of Ontario, March 
20, 1952. 
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ing and positive assurances of the busi- 
ness forecasters to the contrary, a fuse 
blew some place in the economy and 
the so-called inventory recession, pri- 
marily in the soft good industries, ma- 
terialized as if by magic. 

The dominant influences for the bal- 
ance of 1952 will be: 


1. The attitude of consumers on 
spending versus saving. Despite higher 
income, in the last three quarters of 
1951 our consumers bought, in physical 
units. at a rate no higher than before 
the Korean difficulties 
lack of goods that prevented their pur- 


and it was not 


chases. I believe saving will continue 
at a high level because people now real- 
ize that they can have guns and more 
butter than they can use. 


2. The attitude of business on capital 
expenditures and inventory accumula- 
tion. The peak of non-defense capital 
expenditures was passed last fall and 
the defense capital expenditures peak 
should be this summer, so capital ex- 
penditures after the middle of 1952 
should tend to decrease rather than in- 
crease. 

3. The attitude of the United States 
government on defense spending. In 
1951. defense spending was at the aver- 
age rate of $2.6 billions a month; in 
1952, even on the stretched-out, or 
leveled-off. basis the rate will be $4.6 
billions a month, hitting a peak of $5.0 
billion a month by January 1953, at 
which level it will continue until 1954, 
or indefinitely. if necessary. You may 
wonder why defense spending is listed 
after that of consumers business, but 
the fact is that even by the end of 1952. 
defense will absorb only about 20 per 
cent of our Gross National Production. 
(Parenthetically, it should be pointed 
out. however, that the race between the 
growth of our economy and total gov- 
ernment spending in the past fifty years 
has been won by our government, hands 
down! ) 


Weighing the above dominant influ- 
ences, it seems that the forces of infla- 
tion are pretty well in balance. Although 
Washington keeps on warning that the 
increased military expenditures will set 
the forces of inflation in motion again, 
and although the wage increases that 
will be granted to many unions will di- 
rectly increase the inflationary pres- 
sures. business in general, that is. other 
than the sectors directly. or indirectly, 
engaged in defense work. is much more 
worried about deflation than inflation. 


The threats of inflation emanating 
from Washington are not surprising. 
Both the Administration and the Con- 
gress have shown a strong inflation bias, 
and certainly the Truman administra- 
tion would not like to see a period of 
declining business activity during an 
year. Nonetheless, increased 
productive capacity and the higher pro- 
ductivity of the new machinery and 
equipment. coupled with buyers’ resist- 
ances. seem to be exerting even stronger 
downward pressure on prices. 


Result of Tug-of-War 


election 


What will be the outcome of this tug- 
of-war between the forces of inflation 
and deflation? Assuming no unforeseen 
events, the following conclusions seem 
warranted: 


1. Business activity will remain at a 
high level. It is even possible that the 
Federal Reserve Index of Industrial Ac- 
tivity. which has hovered around 218 
for several months, will rise during the 
summer months as the output of de- 
fense materials increases. 


2. But, more and more industries will 
experience a buyers’ market, with com- 
petition keen and with buyers’ resistance 
continuing. In addition, termination of 
the Korean war would further increase 
buyers’ resistance and would have a 
dampening effect on capital expendi- 
tures by corporations, especially in the 
second half of the year. 
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3. As for the Presidential election, if 
it should appear later on in the year 
that the Republican party is certain to 
win, the economic effect would be about 
the same as an improvement in Korea. 
Business sentiment would swing to the 
cautious side on the theory that reck- 
less spending would be either reduced. 
or even terminated. 


4. On the other side of the ledger. 
the increased military spending should 
go far toward counter-balancing any de- 
cline in non-military demand. 


So, it seems that the United States 
faces neither serious inflation nor seri- 
ous decline in business activity this year. 
Looking further ahead, it seems obvious 
that our continuing expansion of pro- 
ductive capacity—by the end of this 
year we shall have put $132 billion of 
new plant and equipment in place since 
the end of World War II—will eventu- 
ally outrun our capacity to consume and 
necessitate a thorough-going business 
readjustment. or deflation. But defense 
spending will be a powerful back-stop: 
in fact. will prevent the bottom dropping 
out of the economy until at least 1954, 
on the new spending schedule. 


The Outlook for Canada 


While I would not presume to present 
the short-term outlook for Canada to 
this group of experts, I should like to 
make a few observations on your longer- 
run outlook. But, first. let me warn you. 
I am indeed prejudiced. Since 1927. 
when I had a job which required me to 
closely follow Canadian economic de- 
velopments and forecast your business 
trends. | have been an incurable opti- 
mist on your country. In fact. as early 
as 1928. I advised a company, which 
had the alternative. to exercise an op- 
tion on the Canadian rights to a patent. 
rather than on all of South America! 


In addition to your incalculable nat- 
ural resources. you have had, with the 
exception of a few deviations some time 








“Would you care to see anyone else? 
Mr. Carter just took it on the lam” 
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ago in the Prairie Provinces, the bene- 
fit of wise governmental economic poli- 
cies. 

You did a better job of financing 
World War II than we did. In the post- 
war period. in every year since 1947. 
you have had budget surpluses and debt 
retirement without resort to excess 
profits taxes or direct wage or price 
controls. You have the advantage of 
lower corporation taxes. You have had 
the foresight to restrict your capital 
gains tax to professional speculators. 
Finally. you. as well as we in the United 
States. have avoided severe price and 
credit inflation, and today your dollar 
is no longer at a discount. 


The effect. for good or ill, of govern- 
ment policies on the economic welfare 
of a modern nation can hardly be over- 
estimated. The recent announcement of 
meatless days in the Argentine, the land 
of beef, indicates the damage that can 
be done by unwise policies. Coal pro- 
duction in Great Britain is another good 
example. Although the experts say that 
the United Kingdom has enough re- 
serves to produce 250 million tons of 
coal a year for 200 years. and 276 
million tons were actually produced in 
1937. only 216 million tons were pro- 
duced in 1950. and “it was necessary to 
import coal at the expense of badly 
needed food! Another example. which 
we have constantly before our eyes, is 
the fate of Paris as a once powerful 
financial center. 

Continuation of your wise policies 
with regard to inflation and industrial 
expansion will attract an increasing flow 
of dollars from American investors to 
develop your industries and your nat- 
ural resources. The “boiler shop” meth- 
ods, especially the long-distance tele- 
phone calls by high-pressure salesmen to 
people on sucker lists in the United 
States. have left some scars. But they 
will be forgotten, as Canada today. in 
terms of economic opportunity, stands 
about where the United States did fifty 
years ago. The economies of our coun- 
tries will continue to be interwoven and 
interdependent, and while the United 
States is still the land of opportunity. 
Canada is the land of golden oppor- 
tunity! 


The Outlook for Corporate 
Trusteeship 


Although trusteeship is an ancient 
concept and practice, the dynamic char- 
acter of the world today makes it more 
necessary than ever before. This is par- 
ticularly true of Canada, where you can 
confidently look forward to a great in- 


flow of capital. as well as a great in. 
crease of your national wealth. Increas- 
ing wealth and increasing complexity 
of the investment market make the 
growth of corporate trusteeship inevit- 
able. 


Also, there is particular and increas- 
ing need for machinery whereby the 
savings of the man in the street can be 
safely used to finance the economic de. 
velopment necessary for his employment 
and economic well-being. Investment 
trusts are one of the agencies designed 
for this but many of them 
have stressed the sales element at the 
expense of other. more vital considera- 
tions. The so-called common trust funds 
of trust companies are a_ particularly 
promising effort toward the solution of 
this problem of access to investment 
market opportunities for those of small 
and medium means. Although relatively 
new in the United States, common trust 


funds have proved quite beneficial to 


purpose, 


all concerned. 


The rapid and ceaseless change char- 
acteristic of the modern world necessi- 
tates a high degree of specialization for 
the successful investment of funds. This 
is especially true as investment oppor- 
tunities are increased through the widen- 
ing of the list of securities which can 
be bought by those responsible for the 
funds of others. The Prudent Man Rule 
such as we have in Massachusetts. or 
even the 35 per cent Prudent Man Rule 
of New York require a high degree of 
skill for successful results. 

The dynamic character of our times 
makes continuous supervision a cate- 
gorical imperative. History teaches the 
sad but inescapable lesson that although 
there are countless long-term securities, 
there is no such thing as a long-term 
investment! 

Times change: borrowers change: 
and lenders change. It is a continuous 
process which requires eternal vigilance, 
hard work, and sound judgment. There 
is no short-cut: no infallible pattern; 
and no fool-proof formula. 


The trustee has still another serious 
problem in the investment of the funds 
placed in his care. Preservation of the 
dollar values entrusted to him has al- 
ways been recognized as the trustee's 
first responsibility: but, in recent years 
of shrinking dollars, preservation of the 
purchasing power of the trust has been 
advocated as a further responsibility, 
or. at least, as a goal. This is a “large 
order.” as it is in many respects con- 
tradictory to the primary responsibility 
but in times when the purchasing power 
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of the currency is depreciating it be- 
comes a necessary consideration. 


Overemphasis on the preservation of 
purchasing power is unwise from a trust 
investment standpoint because, unfor- 
tunately, no way has yet been devised 
whereby this can be done without mul- 
tiplying the risk. Mathematically, this is 
a truism despite all the recent claims to 
the contrary. Although overemphasis 
should be sternly avoided, the assump- 
tion of some risk in this respect is so- 
cially desirable; moreover, a reasonable 
amount is warranted in the case of 
trust funds. A competent, con- 
scientious trustee is in the best posi- 
tion to decide the relative proportions 
advisable for each trust fund under the 
prevailing economic and monetary fac- 


most 


tors, 
The Outlook for Bonds 


There are several important new fac- 
tors in the outlook for bonds, the 
premier trust investment. The most basic 
development has been the sharp up- 
ward movement of interest rates 
throughout the Western World in recent 
months. In Britain, Consols dropped to 
around 60 from a high of 991% in 1946. 
You have sharply increased your rate 
on savings bonds to 31% per cent and 
other rates are also tighter. In the 
United States, since the so-called “ac- 
cord” between the Treasury and Federal 
Reserve in March 1951, long-term gov- 
ernment bonds have been on a higher 
yield basis, and other bond rates had 
increased even before the peg was re- 
moved. In recent weeks. most of the 
savings banks in New York have in- 
creased their rates to 21% per cent, and 
some New York City commercial banks 
have increased their rates on savings 
to 2 per cent on the first $10,000 of 
balance. , 


On the basis of a recent detailed study 
of the outlook for interest rates in the 
United States, I have come to these con- 
clusions for 1952: 


1. Demand will be less, as all booms ex- 
cept the defense production boom have 
leveled off or declined 


2. Supply of capital from both personal 
and institutional sources will be larger 
than last year 

3. The Treasury, the Council of Economic 

Advisers, the President and the Con- 

gress want lower rates 


1. The monetary authorities will probably 
be willing to fit their tight money and 
higher rates policy to the new realities 
of more stable prices and the need for 
substantial Treasury refunding and 
borrowing, to say nothing of the Pat- 
man investigation. 
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As I see it, these mean lower interest 
rates next fall, or early next year. 


The Outlook for Equities 


The outlook for equities in the United 
States is not good. Since last March, 
profits, both before and after taxes, 
have steadily declined. But even more 
bearish was the tendency toward over- 
production which was reasserted by the 
American economy. This has come as a 
distinct shock to the younger generation 
and business men. The 
ability to maintain the highest stand- 
ard of living in our history, to prepare 
for all-out war through the greatest 


of investors 


plant and machinery expansion ever 
undertaken, to carry on a shooting war 
in Korea, to aid the Free World with 
economic assistance and military goods, 
to build more housing units than ever 
before, with one exception, and, at the 
same time, produce so much goods that 
an inventory recession materialized, has 
raised the serious question of what will 
happen when military spending declines, 
or possibly, even before! 

While no one can be certain as to 
what will happen, the very uncertainty 
indicates that a cautious policy should 
be followed in the investment of trust 
funds. Whereas in recent years there has 
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been a tendency, where permitted, to 
shift from bonds to stocks, to preserve 
purchasing power against the ravages 
of inflation, the present outlook calls 
for the opposite. This is not to say that 
common stocks should not be bought or 
held by trustees. It is, instead, a frank 
recognition of the fact that preservation 
of purchasing power is no longer a 
burning question. This means trustees 
can once more concentrate on_ their 





pice 
AMERICAN VISCOSE 
CORPORATION 


Dividend Notice 








Directors of the American Vis- 
cose Corporation at their regular 
meeting on April 2, 1952, de- 
clared dividends of one dollar 
and twenty-five cents ($1.25) per 
share on the five percent (5%) 
cumulative preferred stock and 
fifty cents (50¢) per share on the 
common stock, both payable on 
May 1, 1952, to shareholders of 
record at the close of business on 
April 16, 1952. 


WILLIAM H. BROWN 


Secretary 



















Southern California 
Edison Company 


DIVIDENDS 


COMMON DIVIDEND NO. 169 


PREFERENCE STOCK 
4.48% CONVERTIBLE SERIES 
DIVIDEND NO. 20 


PREFERENCE STOCK 
4.56% CONVERTIBLE SERIES 
DIVIDEND NO. 16 


The Board of Directors has 
authorized the payment of the 
following quarterly dividends: 


50 cents per share on the 
Common Stock; 


28 cents per share on the 
Preference Stock, 4.48% Con- 
vertible Series; 


2814 cents per share on the 
Preference Stock, 4.56% Con- 
vertible Series. 


The above dividends are pay- 
able April 30, 1952, to stock- 
holders of record April 5, 
1952. Checks will be mailed 
from the Company's office in 
Los Angeles, April 30, 1952. 


P.C. HALE, Treasurer 


March 21, 1952 





primary function of conservation of 
principal. 


Conclusions 


My belief that trustees in the months 
ahead should view stocks with less favor 
is based on the following conclusions: 

1. The possibility of all-out war is decreas- 

ing, which means military expenditures 
will eventually be reduced 

. Reduction in military spending will ad- 
versely affect stocks 

3. 1951 taught the hard lesson that even 
with heavy military spending, we can 
have a recession in large parts of the 
economy 

4. The outlook for net profits in 1952 is 
for a further reduction 

5. The yield on bonds has shown a con- 
siderable increase 

6. Interest rates will decline or, at least, 
level off, as soon as capital and military 
expenditures decline 

7. The price level shows strong indications 
of stabilizing, or even declining—with 
inflation quiescent, there is no longer 
the need to attempt to offset the decline 
in purchasing power of the trust income. 

The exact timing of any such change 
in investment policy should, of course, 
be determined by the individual trust 
officer, because of his knowledge of the 
securities held and the position of the 
beneficiary of the particular trust fund. 
But a broad view of economic trends, 
particularly of interest rates and com- 
modity prices, will be of great help in 
protecting the conflicting interests of 
the beneficiary and the remainderman. 


A AA 


Conference for Iowa Bank 
Correspondents 


lowa-Des Moines National Bank on 
April 16 held a conference for its lowa 
correspondents. George B. Roberts, vice 
president and economist of the National 
City Bank of New York, addressed the 
dinner session on the “Outlook for In- 
terest Rates.” Among the other talks 
was one by Clyde H. Doolittle, senior 
vice president of the bank, on “Trust 


Services for lowans.” 






DIVIDEND NOTICE 


to holders of record April 28, 1952. 











The Directors of Daystrom, Incorporated 
formerly ATF Incorporated) on March 25, 
1952, declared a regular quarterly dividend 
of 25 cents per share, payable May 15, 1952, 


American Type Founders offers the world’s most 
complete line of printing equipment. 





Allied Chemical & Dye Corporation 
61 Broadway, New York 6, N. Y. 


NOTICE OF ANNUAL MEETING 
To the Stockholders: 

The Annual Meeting of the Stockholders of 
Allied Chemical & Dye Corporation will be 
held at the principal office of the Corporation, 
No. 61 Broadway, Manhattan Borough, New 
York City, at 1 P.M. (Daylight Saving Time), 
on Monday, April 28, 1952, for the purpose 
of electing directors for the ensuing year and 
for the transaction of such other business as 
may properly come before the meeting. 

Stockholders of record as of the close of 
business March 20, 1952, will be entitled to 
vote at this meeting. The transfer books will 
not be closed. 

W. C. KING, Secretary 
Dated, March 20, 1952. 


THE COLUMBIA 
GAS SYSTEM, INC. 


The Board of Directors has declared this day 
the following regular quarterly dividend: 


| 
| 
i 


Common Stock 
No. 71, 20¢ per share 


payable on May 15, 1952, to holders of record 
at close of business April 19, 1952. 


Dare Parker 


April 3, 1952 Secretary 
2 ULL niin l te 
CONSOLIDATED 
NATURAL GAS 
COMPANY 


30 Rockefeller Plaza 
New York 20, N. Y. 


= DIVIDEND No. 17 


WHOLE 


Tne BOARD OF DIRECTORS 
has this day declared a regular 
semi-annual cash dividend of 
One Dollar and Twenty-five 
Cents ($1.25) per share on the 
capital stock of the Company, 
payable on May 15, 1952, to 
stockholders of record at the = 
3 close of business April 15, 1952. E 
= E. E. DUVALL, Secretary 
= March 20, 1952 


PACIFIC GAS AND ELECTRIC CO. 


DIVIDEND NOTICE 


Common Stock Dividend No. 145 


The Board of Directors on March 12, 

1952, declared a cash dividend for the 

first quarter of the year of 50 cents per 

share upon the Company's common 

capital stock. This dividend will be 
, 


paid by check on April 15, 1952, to 
common stockholders of record at the 
close of business on March 24, 1952. 
The Transfer Books will not be closed. 


K. C. Curistensen, Treasurer 


San Francisco, California 


OPERATING UNITS: 






AMERICAN 
TYPE FOUNDERS 







DAYSTROM 
ELECTRIC 








DAYSTROM 
FURNITURE 





DAYSTROM 
INSTRUMENTS 







DAYSTROM 
LAMINATES 
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Public Utility Preferreds 


THEIR PLACE 


AREFULLY SELECTED PREFERRED 
CC stocks of operating public utility 
companies offer about the best choices 
available for the institutional investor 
desiring preferred stocks. Public utility 
issues rank high in esteem because of 
the industry’s long growth record, and 
favorable earnings and dividend stabil- 
ity. The term “public utilities” covers 
a wide variety of companies and includes 
not only electric light and power com- 
panies but manufactured and natural 
gas distributing companies, natural gas 
pipelines, water companies and also 
street railway and bus companies. 

{s can be seen. the field is large. but 
for the conservative investor the selec- 
tion narrows down chiefly to the stocks 
of electric light and power companies 
plus a few gas distributing and pipeline 
companies. While there are still a good 
many independent water companies in 
the United States. those which have pre- 
ferred stocks are for the most part so 
small that the issues lack marketability. 
There are also a few good telephone 
operating company preferred stocks. but 
there is not too much to choose from in 
this field. either. Only the electric light 
and power field offers the wide selection 
necessary and it is for this reason that 
so many institutional investors confine 
their selection so largely to t. » electric 
group. 

Fundamentally the electric lig. ° 
power industry seems to be in a particu- 
larly strong position to withstand rela- 
tively wide variations in business condi- 
tions. An examination of past records 
indicates that this group has the most 
consistent growth record and its rates 
are by far the lowest historically of the 
various utility groups on a comparative 
basis. Average rates of residential ser- 
vice for the electric industry are the 
lowest in history. whereas gas and tele- 
phone rates have risen considerably due 
to the sharp increase in costs and taxes. 


and 


Case for Utility Preferreds 


\ buyer of preferred stocks must be 
satisfied that he is getting not only a 
certain yield after taxes, but a good 
assurance of a continuation of income. 


Aprit 1952 


FOR INSTITUTIONAL INVESTORS 


By T. W. LOCKE 


Mr. Locke, holder of an M.B.A. degree 
from Northwestern University, is in 
charge of public utility research for 


Goodbody & Co., members of the New 
York Stock Exchange. At one time head 
of the trust investment division of the 


Manufacturers Trust Company, later 
chairman of the public utility section of 
the New York Society of Security Analysts 
and a writer for financial publications, 
he is well known in the public utility 
industry. 





He must also have assurance that the 
quality of his preferred stock invest- 
ment will be reasonably well maintained 
because otherwise he may experience 
a considerable loss in market value just 
from a quality change alone, excluding 
losses from increases in money rates. 
There are a good many preferred stocks 
which can be bought in the industrial 
and railroad fields, but the railroad in- 
dustry is no longer growing and many 
of the older preferred issues are non- 
cumulative. Industrial companies are in 
a constant state of change in prosperity. 
and while htere are various cases where 
a buyer of an industrial preferred stock 
can get a very fine quality preferred 
with a first claim on earnings (since 
many industrial companies have no 
publicly held debt). nevertheless. the 
fluctuations in earnings of even the best 
industrials may be considerable with re- 
sulting wide market swing. Therefore. 
an institutional buyer can find more of 
the desirable features of a preferred 
stock in a good electric light and power 
company than in practically any other 
field of investment. Also, he has a wide 
choice of issues as there are probably 
close to 100 electric utility companies 
which have preferred stock in the hands 
of the public. 


The choice in the gas industry is more 
limited because so many gas distributors 
are owned by electric companies and 
are combination companies, i.e., electric 
and gas. There are a few well known 
gas distributing companies with pre- 
ferred stock in the hands of the public 
such as Southern California Gas Com- 
pany. and its parent Pacific Lighting 
Corporation; Laclede Gas Light Com- 


pany and Brooklyn Union Gas Com- 
pany’s convertible preferred, but there 
are relatively few preferred issues avail- 
able of gas distributing companies. 


Gas Pipeline Attractive 


The preferred stocks of natural gas 
pipeline companies occupy a peculiar 
and separate position from all other 
forms of utility preferred stocks and 
some of them offer very attractive 
yields! A pipeline is an underground 
railroad; but whereas a railroad is a 
common carrier and merely transports 
an article or commodity, the natural gas 
pipelines generally own the gas they 
transport. They make long term pur- 
chase contracts for a large supply of gas 
either from another pipeline or from a 
producer in a gas production field. They 
then sell this gas, usually to public util- 
ity distributing companies or industrial 
users, after transporting it through their 
pipeline. Because of uncertainties con- 
cerning the extent of the gas supply, 
pipeline companies are permitted to 
charge off their plant investment through 
depreciation of about 3 to 314% per 
year. Most of them issue bonds maturing 
in twenty years, with sinking funds ar- 
ranged to eliminate the entire issue by 
maturity. Most pipelines have also ar- 
ranged sinking funds for the complete 
retirement of their preferred stocks. 

Since the retirements are geared to 
their annual depreciation deduction they 
become automatic and this has given 
pipeline preferred stocks a peculiar and 
valuable advantage in that for all prac- 
tical purposes they may be considered 
to have a maturity. A good many insti- 
tutional buyers have bought some of the 
pipeline preferred stocks, and more 
should do so because this feature of a 
100% payout of the preferred stocks 
over a period generally limited to about 
thirty years, or less, is extremely im- 
portant. It provides marketability and 
market stability not available in other 
non-sinking fund preferred stocks. Also 
the pipeline earnings should be reason- 
ably stable because of their long term 
purchase and sale contracts based on a 
high load factor. Since the retirement 
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13 STATES APPROVE MUTUAL FUNDS FOR TRUSTEE 





2Olorado, Kansas, 


{g~- 
ve 
I 


Washington and Wisconsin. 


States specifically permitting trustee use of investaent company shares: 
Maine, Massachusetts 
New Jersey, New Mexico, North Dakota, 


(by Probate Letter), 
Oklahoma, South 


New Hampshire, 
-arolina, Tennessee, 


"Prudent Man" states with no specific provision for investment company shares: 


California, Connecticut, Delaware, Idaho, 
Minnesota, Missouri, Nevada, New York, North Carolina, Oregon, 
Utah and Vermont. 


Rhode Island, Texas, 


Tllinois, Kentucky, Maryland, Michigan, 
Pennsylvania, 


From March 14, 1952, issue of Keynotes, published by The Keystone Co. of Boston 


The same issue of Keynotes reports that 1,943, or approximately four per cent, of the 
holders of Keystone Custodian Funds are fiduciaries of one class or another, with trustees 
representing the largest proportion —- 907 — of that number. 





— — a 


of the bonds and preferred is likely to 
be made almost entirely from annual 
depreciation deductions which are in- 
cluded among operating revenue deduc- 
‘tions before the determination of gross 
income, there would seem a good chance 
that the sinking fund provision should 
be met in each year even if earnings 
should decline considerably. 


While there are only a relatively few 
preferred stocks of natural gas pipeline 
companies, some of these are of very 
good quality while others, because of a 
less satisfactory capital structure, are 
not suitable for institutional purposes. 
However, in addition to the preferred 
stocks with sinking funds in the natural 
gas pipeline field, there are a few con- 
vertible issues which, while not having 
the maturity advantage of those issues 
with sinking funds, nevertheless offer 
an opportunity for price appreciation if 
and when the common stocks of these 
particular companies appreciate. How- 
ever, the convertible preferred stocks in 
general should be considered more in 
the light of common stocks than invest- 
ment quality preferred issues. 


Electric Utilities 


It should be pointed out that there 
is another reason why preferred stocks 
of electric utility companies are par- 
ticularly appropriate for the institu- 
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tional investor. This is that this industry 
has had a very thorough financial house- 
cleaning over the past twenty years. The 
combined actitvities of the Securities 
and Exchange Commission, the Federal 
Power Commission and the various State 
regulatory bodies have resulted in the 
establishment of ultra conservative ac- 
counting and financial policies! Balance 
sheets have been put on a rock-bottom 
value property basis. More conservative 
depreciation policies have been put into 
effect and higher common equity ratios 
established. As a result, there is little 
reason for those who are now holding. 
or who are thinking of buying electric 
utility preferred stocks to worry too 
much about further accounting adjust- 
ments. Earnings from now on should 
not be subject to the former unpredict- 
able demands from various agencies for 
the establishment of reserves or write- 


offs which caused so much uncertainty 
during the 1938-48 period. 

The writer believes the electric utility 
industry is still in its infancy. The sur- 
face has barely been scratched on the 
possible uses of electricity. The growth 
trend has been upward for the past 
twenty-five years and is likely to con- 
tinue upward for years to come. New 
appliances are constantly adding to the 
use of electricity in the home, store, 
office, factory and on the farm. The 


nation is more dependent on electricity 





than on anything else except perhaps 
water and to get water you usually use 
a pump run by electricity. Among the 
various appliances the heat pump now 
being distributed by several manufac- 
turers could double or treble the resi- 
dential load, while television, home air- 
conditioners, clothes dryers, electric dish- 
washers and a myriad of other appli- 
ances seem likely to keep the average 
annual use trending upwards for years 
to come. Hence, the conclusion seems 
justified that of all of the preferred 
stocks an investor can buy, there are 
none that combine more advantages of 
growth, sound financial condition and 
dependable income than the electric and 
power industry. 


Electrical Financing Outlook 


The electric utility industry has a very 
large construction program and would 
like to issue a substantial amount of 
additional preferred stock to help keep 
its capitalization ratios in balance. How- 
ever, late in 1951, an industry spokes- 
man noted that the interest in utility 
preferred stocks seemed to have dimin- 
ished considerably. He indicated that the 
nine year construction program of the 
electric utility industry for 1946-54 total- 
ed $16.6 billion, of which $9.4 billion 
had been spent to August 1, 1951, with 
$7.2 billion remaining through Decem- 
ber 1954. However, he said that because 
of the reduced interest in utility pre- 
ferred stocks. the type of financing 
would differ considerably in the next 
three years from the pattern of the past 
five years with only 4% of the neces- 
sary funds scheduled to be obtained in 
the 1952-4 period from preferred stocks 
against 8.8% actually obtained in the 
five years ended August 1, 1951. 


Market Developments 


What has caused this reduced inter- 
est? There are several factors. Twenty- 
five years ago many individuals bought 
utility preferred stocks, but today the 
market for utility preferred stocks is an 
institutional market. The sharp change 
in money rates in the past eighteen 
months has caused a considerable de- 
cline in the prices of most preferred 
stocks so that many institutions have 
rather sizable losses even on preferred 
stocks bought as recently as two years 
ago. Instead of averaging down to in- 
crease yield, many buyers have either 
sold preferred stocks at a loss or have 
stayed away from them because they 
apparently have been quite surprised 
to realize how widely these stocks can 
fluctuate even in a very favorable stock 
market, due to money market influences 
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alone. Actually, the relative quality has 
remained good and the earnings cover- 
age has been favorable. Yet, because of 
the drop in Government bonds and the 
increase “in money rates, preferred 
stocks suffered severely. One explana- 
tion we have heard is that when Treas- 
ury bonds yielded 2.35% and good pre- 
ferred stocks 3.75%, some buyers used 
preferreds to average up yield. How- 
ever. when the peg was pulled on the 
Treasury bonds, the yields on both Gov- 
ernment and corporate bonds increased, 
and in some coses a buyer could get a 
higher yield on corporates than he aver- 
aged on Treasureries and preferred 
stocks when yields were lower. Some 
buyers accordingly bought bonds and 
stopped buying preferred stocks. 

While this explanation may seem 
plausible, the difference in yield after 
taxes would, in some cases, offset its 
advantage. Many corporate buyers have 
to pay a full income tax rate on bond 
interest. but a much smaller rate on 
new issues of utility operating company 
preferred stocks. And as utility preferred 
stock yields have risen, this type of 
stock has become much more atractive 
for the institutional investor (like fire 
insurance companies, etc.) who can ben- 
efit thereby. Those interested in a dis- 
cussion of this tax differential can con- 
sult Moody’s Public Utility Manual for 
1951. blue center page 83. There is also 
included therein an excellent list of the 
utility preferred stocks which have this 
advantage. Corporate investors should 
look into this feature carefully as those 
who can benefit can get a very favorable 
yield after taxes from almost all new 
issues of utility operating company pre- 
ferred stocks, 


Watch Yield & Call Prices 


In the past three months the preferred 
stock market has had a good recovery 
and is about half way back between the 
old highs and lows of last fall and 
winter. Some companies had to pay very 
high dividend rates on their new pre- 
ferred issues like Long Island Lighting, 
Central Hudson Gas & Electric, and 
Rochester Gas & Electric, but the pre- 
ferred market is recovering and the 
question now arises — how far should 
an institutional buyer follow this market 
up? How low a yield should he accept? 

In high grade preferred stocks the 
yield should be 114 points more than 
the bonds of the same company and in 
all but the highest grade preferred stocks 
the spread should be 114 points more 
than the yield on the bonds. In various 
instances this is a wider spread than 
has normally been in evidence in recent 
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years, but an institutional buyer should 
not buy a preferred stock unless he is 
adequately compensated by a favorable 
yield because preferred stocks tend to 
fluctuate widely in market price. Normal- 
ly they have neither the security nor 
maturity of a bond and in many port- 
folios they must be carried at market, 
whereas bonds can be carried at cost and 
amortized. Also, in periods of business 
depression and sharp stock market de- 
clines preferred stocks tend to act worse 
than bonds. 

Institutional buyers should also get 
good protection in call price. It has 
been noticeable that call prices have 
been too generous on the offerings of 


various utility preferred stocks made in 
recent months. It is natural for the is- 
suing company to try to hold the call 
price as low as possible so that if money 
rates drop to lower levels a refunding 
operation might succeed, but the in- 
vestor who thinks he is getting an as- 
sured rate may be disappointed. For 
example, two 544% preferred stocks of 
good quality were offered late in 1951 
at 100. One is callable at 104 to January 
1, 1954 and at 103 thereafter, and is 
now quoted 10414-106. The other is 
callable at 103 through September 30, 
1956, then 102 through September 30, 
1961 and 101 thereafter, and is now sell- 
ing at 10614. Both may soon be candi- 








FIDELITY-PHILADELPHIA 
TRUST COMPANY 


ORGANIZED 


1866 


STATEMENT OF CONDITION MARCH 31, 1952 


ASSETS 


Cash and Due from Banks 
U.S. Government Securities 


State, County and Municipal Securities 


Other Securities. 
Loans, less Reserve 
Mortgages 


Investment in Fidelity Building Corporation . 
Branch Office and other Real Estate 


Vaults, Furniture and Fixtures 
Accrued Interest Receivable. 


Prepaid Expenses and Other Assets 


Total Assets 


$ 57,925,639.74 

oe 51,642,336.26 
15,371,311.66 
10,762,605.22 
98,754,367.50 
2,220,860.03 
2,589,117.48 

1.00 

333,962.43 
919,221.26 
467,273.58 

. $240,987,196.16 


LIABILITIES 


Deposis. .... 
Unearned Discount 
Other Liabilities. ; 
Reserve for Interest, Taxes, etc. 
Total Liabilities . 
Reserve for Contingencies. 
Capital Funds 
Capital . 
Surplus . pone 
Undivided Profits . 
Total Capital Funds . 
Total Liabilities, 


Reserve and Capital Funds . 


$210,977,148.15 
381,019.08 
166,413.12 
1,104,893.49 
$212,629,473.84 
$ — 2,000,000.00 


. $ 6,700,000.00 
13,300,000.00 
6,357,722.32 


$ 26,357,722.32 


United States Government obligations and other securities carried in the above 

statement are pledged to secure Government, State and Municipal deposits, 

Clearing House Exchanges and for fiduciary purposes as required by law 
in the sum of $30,040,434.96. 


HOWARD C. PETERSEN, President 


BROAD AND WALNUT STREETS 
PHILADELPHIA 9 


Member Federal Reserve System 


Member Federal Deposit Insurance Corporation 
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dates for refunding. True, the buyer at 
100 has a profit but he may lose a very 
attractive yield which he cannot replace 
in a similar quality security. 

We recently made a survey of the 
call spread above offering price of ten 
electric utility operating company pre- 
ferred stocks which were sold within 
the past six months and only one of these 
had a call price equal to approximately 
one year’s dividend. All of the others 
had a spread of less than one year and, 
in some cases, the call premium spread 
was as low as six months’ dividend. 
These relatively low call prices offer 
small protection to the investor, because 
he may lose this attractive income after 
interest rates have declined and be un- 
able to reinvest in a comparable security 
to get a comparable yield. 


As we see it, the question of call 
price and dividend rate is in the hands 
of the institutional buyer and unless an 
adequate call feature is obtained, the 
buyer must weigh the risk of losing the 
preferred through refunding if the mar- 
ket recovers, as it has done. If enough 
buyers insisted on higher call prices. 
these might be obtained. But the de- 
mand for preferred stocks may depend 
largely on the relative tax advantage of 
the yield on the preferred issue to the 
institutional buyer, and where a high 


SCUDDER 
STEVENS 
& CLARK 
FUND, Inc. 


SCUDDER 
STEVENS 
& CLARK 
COMMON 
STOCK 
FUND, Inc. 


Available at 
Net Asset Values 


Prospectus on Request 


1 WALL ST., NEW YORK 5 
or 10 POST OFFICE SQUARE 
BOSTON 9, MASSACHUSETTS 
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yield is available in comparison with 
yields available even a year earlier (as 
occurred last fall), many buyers may 
not be too insistent on an adequately 
protective call price, even though it may 
seem that they should do so. 


To Buy - 


Preferred stocks should not be bought 
with money that would ordinarily be 
used for bonds nor should they be 
bought after they have shown a sharp 
market improvement. A preferred stock 
is a hybrid security —- neither a bond 
nor a common stock — and it is quite 
possible it has been given too great an 
investment status. From the standpoint 
of inflation, the preferred stock is par- 
ticularly vulnerable because it offers the 
holder no escape. When he buys it he 
freezes his funds marketwise and gets 
a return of a certain number of dollars 
for an unlimited period regardless of 
the purchasing power of the dollar. 


or Not? 


Portfolio managers should ask them- 
selves whether they want to buy dollar 
income or purchasing power. If all they 
are responsible for is dollars, then pre- 
ferred stocks may in part supply their 
needs, but if the country continues its 
spending and inflationary policies for 
a few years more, straight preferred 
stocks of all categories could become 
less and less appealing to investors, and 
common stocks or convertible preferreds 
more appealing. A preferred stock with- 
out a “kicker,” i.e., a sinking fund or a 
conversion privilege. may seem like a 
good medium today in which to place 


a portion of an institutional investor's 
fund. However, despite the risks in. 
volved, those institutions which can buy 
common stocks might well hold down 
the percentage in preferred’ stocks and 
buy a combination of Government bonds 


(or high grade bonds) and common | 


stocks rather than build too large a 
portfolio of preferred stocks. 


Savings Banks Possible Buyers 


The New York savings banks. under 
the new law permitting them to invest 


a certain portion of their funds in stocks, | 


may prefer to buy good preferred stocks 
like electric operating company issues, 
rather than common stocks. Since they 
are responsible only for a certain number 
of dollars, and not the purchasing power 
of the income they may be justified in 
buying the higher yield obtainable in 
preferred stocks, but they must be pre- 
pared for relatively wide market fluctu- 
ations in these stocks, both from changes 
in money rates and in stock market and 
business conditions. Also, straight pre- 
ferred stocks offer little protection mar- 
ketwise. They seldom have good enough 
marketability to permit sale of any sub- 
stantial amount, except when they are 
down and look cheap. It is to be hoped 
that if the savings banks do decide to 
buy preferred stocks they insist on sink- 
ing funds in these issues. plus a generous 
call premium. With their buying power, 
coupled with that of other institutional 
buyers, these features might be obtained. 
If not. then they should not buy them. 


(Continued on page 292) 


Fundamental Investors, Inc. 


Manhattan Bond Fund, Inc. 


Diversified Investment Fund 


Diversified Preferred Stock Fund 


Diversified Common Stock Fund 


PROSPECTUSES AVAILABLE ON THESE MUTUAL FUNDS 


48 Wall Street 
New York 5 





HUGH W. LONG AND COMPANY 


Incorporated 


Chicago Los Angeles 
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HENRY ANSBACHER LONG INDEX of MUTUAL FUNDS 


Indices are based on fund operation during the period covered and are 


light of the individual companies’ investment policies and objectives 


not a representation of future results. They should be considered in the | 


and the characteristics and qualities of the investments of these companies. 


No responsibility is assumed, in so far as compliance with the Statement 
of Policy is concerned, for the employment in whole or in part of this 


index by issuers, underwriters or dealers. Principal indices for March 31, 
1951, appear in the April 1951 issue and current income returns based 
on March 31, 1952 offering prices are available on request. These will 


soon be added to a revised short form index. 











=——— 


Reference should be made to the introduc- 
tory article in July 1949 issue, outlining pur- 
poses of publication and considerations in 


selecting stock and cost-of-living averages, 
periods and in interpretation of data. 





BALANCED FUNDS 
American Business Shares 
\xe-Houghton Fund “A” 
Axe-Houghton Fund “B” 
Boston Fund 
Commonwealth Investment 
Eaton & Howard Balanced 
Fully Administered Fund (Group Securities) 
General Investors Trust 
Investors Mutual 
Johnston Mutual Fund 
Nation-wide Securities** 
Dreyfus Fund****? 
George Putnam Fund 
Mutual Fund of Boston**** 
Scudder Stevens & Clark 
Wellington Fund 
Whitehall Fund 
Wisconsin Investment*** 


AVERAGE: BALANCED FUNDS 


STOCK FUNDS 
Afhliated Fund *** - ; 
Broad Street Investing Corp. 
Bullock Fund 
Delaware Fund 
Diversified Invest. Fd. 
Dividend Shares 
Eaton & Howard Stock 
Fidelity Fund 
First Mutual Trust Fund 
Fundamental Investors 
Incorporated Investors ee 
Institutional Shares (Stock & Bond Group) 
Investment Co. of America 
Investors Management Fund 
Knickerbocker Fund 
Loomis-Sayles Mutual Fund 
Loomis-Sayles Second Fund 
Massachusetts Investors Fund 
Massachusetts Investors 2nd Fund 
Mutual Investment Fund 
National Investors 
National Securities — 
New England Fund 
Selected American Shares 
Sovereign Investors 
State Street Investment Corp. 
Wall Street Investing Corp. 


AVERAGE: STOCK FUNDS __ 


9) STOCK INDEX (Standard & Poor’s) 
CONSUMERS PRICE INDEX (B.L.S.) 


(Diversified Fd. Ine.) *** 


Income* ** 






































1 6 7 
12/31/35 12/30/39 to 
| 3/31/52 
Principal 
Principal | oan "High 
— | 65.9 170.1 
= | 71.4 207.5 
— 83.1 219.5 
103.1 | 60.2 $167.0 
106.3 | 738.5 213.7 
114.5 | 73.6 180.8 
— 69.4 156.6 
110.0 | 65.2 134.7 
_ 73.5 159.3 
_- - 181.9 
102.6 | 59.6 {$136.2 
—_ | — 158.9 
<= | 2 147.0 
a ws 161.9 
97.4 | 80.9 155.7 
105.2 | 75.0 163.4 
— | 192.9 
~- | 65.1 $223.9 
105.6 | 70.8 171.0 
— 50.2 224.9 
109.9 60.1 206.2 
109.8 61.0 190.9 
— 76.1 172.8 
—_ —— 150.3 
109.0 | 62.1 $167.4 
107.1 | 62.7 211.2 
— ~- $217.9 
— | 2 127.2 
105.2 64.8 243.4 
103.6 63.9 1240.4 
— - 174.4 
— 69.0 1922 
107.7 | 67.7 $216.5 
— 59.8 126.2 
72.4 74.2 tI932 
88.3 71.3 196.4 
110.7 59.7 $186.4 
114.2 57.4 205.9 
129.7 56.1 163.5 
— 60.7 241.9 
— 66.0 135.1 
117.4 61.4 159.6 
123.8 60.9 173.4 
_ 62.5 135.0 
92.8 60.7 $230.1 
oo - $213.7 
106.8 63.4 191.1 
106.7 59.3 195.8 
— 99.6 n189.1 











16 17 18 19 
3/31/52 |Last 12 mo. Div. %| Prin. Less 
= Cum. Cap. 

—_— Invest. Cap. | Distr. (Bid) 
Principal | Ine, Distr. | 3/31/52 
150.4 3.57 5.07 110.4 
204.5 2.90 6.43 164.3 
218.3 4.06 2.28 175.2 
166.2 3.25 5.17 134.9 
4212.4 4.02 2.30 +179.6 
$180.7 3.77 2.26 $165.1 
142.3 3.67 1.38 118.3 
$130.4 | 4.84 2.90 4107.6 
159.3 | 4.21 2.09 134.0 
+180.8 4.36 2.42 $171.6 
+1361 | 3.81 t1.74 $112.1 
156.5 | 3.90 4.77 147.5 
+145.2 3.76 2.51 4125.2 
$160.7 | 4.00 6.40 $142.7 
$155.5 | 3.21 3.04 +135.6 
$163.2 3.66 2.29 $129.7 
¥191.6 | 3.87 4.78 $176.4 
223.9 3.55 3.78 164.3 
167.9 3.82 3.40 138.2 
4197.6 4.41 8.45 $124.2 
+205.4 4.73 3.11 $171.5 
188.7 4.79 4.43 | 156.6 
$167.0 3.83 4.54 | + 93.4 
144.1 5.44 3.38 | 132.8 
167.4 | 4.63 2.55 | 140.4 
4209.4 | 3.66 2.49 | +180.3 
$217.9 | 4.72 215 | 7191.0 
+ 94.4 | 2.58 — | + 73.2 
¥243.3 | 4.44 2.62 | 209.8 
4240.4 | 4.09 3.00 +195.7 
172.9 | 3.29 5.51 138.4 
+190.3 3.63 4.30 +138.0 
$215.1 | 4.36 5.11 +169.8 
122.2 2.40 5.74 81.9 
193.2 2.93 5.33 135.1 
196.1 3.15 6.95 151.7 
$184.7 4.56 2.73 4174.5 
202.7 2.88 4.63 165.7 
161.3 2.60 4.70 138.6 
+239.8 3.46 6.62 $191.9 
106.9 | 5.68 se 96.4 
157.5 3.86 5.58 130.5 
4171.6 4.31 5.05 4138.8 
$132.5 5.70 eis +108.8 
+230.1 r3.00 7.50 +168.1 
$213.4 3.75 2.25 +208.8 
188.2 3.81 4.40 149.7 
193.5 “es vom = 











COL. 6. 7, and 16 arrived at as follows: To the bid prices at the respective 
dates indicated are added all capital distributions to such date and the re- 


sultant sum is divided by the 1939 base offering price. 


COL. 19 represents the current month-end bid (col. 16 less all capital distri- 


butions) divided by the 1939 base offering price. 


INCOME PERCENTAGE includes only those dividends paid by the com- 
Panies out of income earned from dividends and interest on their portfolio 


Securities (excluding all capital distributions). 





®Principal index begins after 1939 base date. 
+Ex-dividend current month. 

tHigh reached current month. 

**Became balanced fund in 1945. 


Apri 1952 


| 


| 








20 


5-Yr. Avg. 
Investment 
Income % 


407 
4.10 
3.73 
3.89 
3.88 
3.95 
3.86 
4.97 
4.16 


4.18 
4.0 


3.87 
3.68 


3.66 
4.13 








Base index number of 100 is the offering price on Dec. 30, 1939. 


COL. 17 represents figure obtained by dividing such dividends accruing over 
the annual period ending with the stated date by the average of the twelve 
month-end offering prices ending on the corresponding date. 
CAPITAL GAIN DISTRIBUTION column (18) represents percentage of 
distribution, if any, from capital gains or any other sources, for the current 
annual period. 
COMPANIES ORGANIZED AFTER 1939 are given an initial index number 
on the date they commence business equal to the average of all those stock 
or balanced funds in existence at the time. 





t—nine months’ period. 


n—new series; old, 190.2. 
r—plus rights. 


***Not included in balanced or stock average. 
****Name changed from Russell Berg Fund. 
*****#Name changed from Nesbett Fund. 


COPYRIGHT 1952 BY HENRY ANSBACHER LONG. 


283 





} 








SAFEWAY STORES 


I N C O R 


IDO] 
S10 


RECORD 


Net Sales, Earnings 
and Income 


Safeway Stores, 
1951 Net Sales were the highest 
in the history of the Company, 
totaling $1,454,642,996, an _ in- 
crease of $244,649,234 or 20% 
over 1950. 

Net earnings after deducting all 
costs and taxes were lower than 
in 1950. This was due to (1) Fed- 
eral price controls affecting the 
entire food industry (2) property 
loss of $774,768 suffered in the 
1951 Kansas City flood. 

Net income, after all charges 
and property loss, was $7,615,851 
for 1951 as compared with 
$14,717,301 in 1950. 

Cash dividends were paid on 
the common stock at the rate of 
$2.40 per share on 2,827,703 
shares, the average number out- 
standing during the year. 


Balance Sheet 
Information 


On December 31, 1951, Safeway 
and subsidiaries had aggregate net 
assets of $113,821,747, total current 
assets of $239,921,849 and total 
current liabilities of $172,667,846. 

The ratio of current assets to 
current liabilities was 1.39 to 1. 
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Incorporated, 


Oo R A T E 


Sales 


interest and 


Income from dividends, 
other sources 

Cost of merchandise, 
and warehousing 


Total operating and administrative ex- 


D 
1951 1950 
$1,454,642,996 $1,209,993,762 
780,358 125,292 


manufacturing 


1,253,692,213 —:1,033,677,866 


penses 194,115,290 161,723,887 

Net Income 7,615,851 14,717,301 

Dividends tp preferred stockholders 1,237,534 1,036,733 

Net Profit applicable to common stock 6,378,317 13,680,568 
Net Profit Per Share 

of Common Stock 2.26 5.20 

Dividends to common stockholders . 6,786,488 6,400,897 
Dividends per share to common stock- 

holders oes 54 2.40 2.40 
Number of new stores opened ae 

the year 262 70 
Number of stores ead ‘teslae itis 

year a. oer Fe Ge ae 209 164 
Number of stores in operation at end 

of year 2.125 2,072 


15-YEAR DIVIDEND 


1937. io ha $ .83* 
ee ge SP Ge oe ei 67 
ee & «Se eo a oe ee 
me «as £2 & « Ee 
1942 1.00 
1943 1.00 


*Paid in part in five percent preferred stock 


RECORD 


1944 $1.00 
1945 1.00 
1946 1.00 
1947 1.00 
1948 1.00 
1949 1.25 
1950 2.40 
195] 2.40 


Government Price Regulation 


The food industry has suffered 
severely as a result of unfair and 
inequitable price control adminis- 
tration. This has been particularly 
true of integrated chain retailers 
such as Safeway. 

A recent survey covering 32 
chains doing approximately 15% 
of the total United States retail 
grocery business showed for the 
third quarter of 1951, as com- 
pared with the third quarter of 
1950, that combined profits be- 
fore taxes were down 59%; that 
dollar profits after taxes declined 
from $15,273,229 to $4,967,004 
and that the rate of profit after 


Canyons re ten 


I ys» € © & P oO 














SAFEWAY STORES 


R 





For copy of 1951 Annual Report, write Librarian, 
Safeway Stores, Incorporated, P.O. Box 660, 
Oakland 4, California 


taxes declined from normal to 
approximately $1.50 per $100 of 
sales to 41c per $100 of sales. Six 
of the concerns involved suffered 
actual net operating losses in the 
third quarter of 1951. 

It is becoming increasingly evi- 
dent that the retail food industry 
has been singled out as the princi- 
pal victim of OPS regulations and 
that so far as it is concerned the 
price control law is to be used 
strictly as a political tool. 

Safeway plans to continue its 
efforts to force the price control 
authorities to give fair and impar- 
tial treatment to it and to other 
food retailers. 





President 
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CHANGES in COMMON FUND HOLDINGS 


POPULAR EQUITIES LISTED 


NALYSIS OF THE INVESTMENT PORT- 
A FOLIOS of 87 discretionary and 19 
common-stock-holding ‘legal’ Common 
Trust Funds reveals that fifty companies 
have been added to the list and forty- 
three eliminated since the TRUSTS AND 
Estates study of June 1951. The equity 
holdings of these funds now represent 
a total of 499 companies. 


The changes were spread over the en- 
tire range of categories except for tex- 
tiles, which sustained no alterations. The 
greatest difference was in the field of 
Gas and Oil, where eight companies 
were newly included in the list and two 
formerly there no longer appear. Sec- 
ond in line was the Financial group, 
which also received eight new names, 
but lost five. 

\part from the fifty companies new- 
ly included, 229 were represented in 
more Common Trust Funds than last 
June. 158 held their position, and 62 
appeared in fewer funds than a year 
ago. This suggests that the major part 
of new moneys available for established 
funds. as well as the amounts repre- 
sented by funds reporting for the first 
time this year, has been used to build 
up the holdings in companies already 
listed in the combined portfolios. It 
must be however, that 
these are 106 separate portfolios, se- 


remembered. 


lected by the investment committee of 
each bank or trust company which op- 
erates a fund. Evidence of independent 
judgment lies in the fact that thirty 
stocks were held by only three funds 
each, sixty-six by only two funds each, 
and 161 stocks appeared each in only 
one fund’s list. More than half of the 
total! number of issues, therefore, are to 
be found each in the individual port- 
folios of only three funds or less. 

The fifty companies whose stock was 
added to the combined portfolio during 
the past year are indicated by dagger 
(*¥) in the compilation beginning on 
page 286. 

An analysis of 58 Closed-end Funds 
and over 100 Mutual Funds. published 
in the Spring Issue, 1952, of Aigeltinger 
& Co.’s “Guide To Investment Trust 
Portfolios” shows the “Favorite Fifty” 
stocks of these investment funds, ar- 
ranged by dollar value and by the 


Apri. 1952 


number of funds holding each stock. It 
affords an interesting comparison with 
the top selections among the Common 
Trust Funds, and the table below indi- 
cates the number of investment funds 
and the number of common trust funds 
holding each common stock. 


No. of No. of 
Common investm’t. 
Trust F’ds F’ds (out 
(out of of total 
total of of 158) 
106) Holding 
Holdin the Stock 
the Stoe t 
82 Union Carbide & Carbon 64 
78 General Electric 72 
78 Standard Oil (N.J.) - : a1 
75 E. I. du Pont de Nemours 53 
72 Westinghouse Electric 68 
65 General Motors __. 56 
63 Sears Roebuck 40 
60 Texas Co. 61 
59 Amer. Tel. & Tel. 41 
59 Gulf Oil ; 71 
58 Phillips Petroleum 62 
51 International Harvester . 
50 J. C. Penney ” 
19 Kennecott Copper 71 
19 National Dairy Products ™ 
49 Standard Oil (Ind.) 49 
18 F. W. Woolworth ° 
47 Montgomery Ward 55 
16 Liggett & Myers Tobacco * 
43 General Foods sa 
42 Monsanto Chemical : 49 
42 Standard Oil (Cal.) 47 
42 Owens Illinois Glass * 
10 Johns Manville 45 
39 Allied Chemical & Dye " 


39 American Can * 
39 National City Bank, N. Y. ‘i 
39 Commonwealth Edison * 


38 Insurance Co. of N. Amer. . 
37 American Cyanamid 51 
37 American Gas & Elect. 50 
37 Eastman Kodak * 
36 Chrysler 42 
35 R. J. Reynolds Tobacco oe 
34 Continental Oil 62 
34 Dow Chemical 50 
33. Socony-Vacuum Oil 
32 Cleveland Elect. Dlum. ” 


32 Philadelphia Elect. : 
32 Guaranty Trust Co., N. Y. 
32 Union Pacific R.R. 

32 U.S. Gypsum 

31 Pittsburgh Plate Glass 

30 Continental Insurance 

30 United Fruit 

29 Sherwin Williams _........ ... 
28 Chase National Bank, N. Y. 
27 National Lead 

26 Borden ; ‘ 

26 Corn Products Refining 

26 Hercules Powder 
26 Inland Steel res * 


*Not in the first fifty of The Mutual 
Funds. 


* * #DO &£& &# &# #& & & HH OF 


Following are other companies in the 
“Favorite Fifty” of the Investment 
Funds, not included in the first fifty 
of the Common Trust Funds: 


25 Phelps Dodge 39 
22 American Viscose 38 
21 United Gas _.. ——- 58 
20 International Bus. Mach. 27 
19 International Paper 63 
17 Central & Southwest _ 52 
15 Niagara Mohawk Power .. 46 
14 Celanese . : 46 
13. At’ison, Topeka & Santa Fe 42 
13. Humble Oil & Refining 25 
11 Middle South Utilities _....__ 49 
11 Shell Oi} er ieeees 29 
10 International Nickel ss “Ge 
9 B. F. Goodrich : 55 
9 Bethlehem Steel —— 
9 Panhandle East’n. Pipe Line 25 
9 Chas. Pfizer _......... scabies 
7 Ohio Oil i 
6 Amerada Petroleum .. 24 
5 U.S. Steel gf aha a 43 
4 Youngstown Sheet & Tube 46 
2 Pure Oil __ cies, ae 
2 Southern Pacific 49 
1 Cities Service 39 
0 Aluminium Ltd. Seat 35 
0 Skelly Oil . ae 


In comparing the investments of 
Mutual Funds with those of Common 
Trust Funds, two important differences 
should be kept in mind: the Common 
Trust Funds are subject to a fiduciary 
relationship, which is not the case with 
the others; and they represent a total 
of approximately three quarters of a 
billion, while the Mutual Funds repre- 
sent approximately $4.3 billion of assets. 


The complete list of common stock 
holdings of the 106 Common Trust 
Funds begins on the next page. The 
number following each name indicates 
the number of funds in which that stock 
is currently held. 


AAA 
Washington Trust Assets Up 


Trust funds administered by state 
banks in Washington advanced in total 
to $36,885,188 at the end of 1951, from 
the previous year-end figure of $35,025.- 
980, according to the report of the State 
Supervisor of Banking. This rise is ap- 
proximately five per cent. 

Trust department gross earnings 
amounted to $182,211 last year, almost 
40 per cent over the 1950 total of 
$131,848. 
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COMMON STOCKS HELD BY COMMON TRUST FUNDS 


Avromorive (& RUBBER) 


Allis Chalmers 
Associated Spring 
Bendix Aviation 
Borg-Warner 

Bower Roller Bearing 
Briggs Mfg. 

Chrysler 

Eaton Mfg. 

Electric Auto Lite 
Electric Storage Battery 
Firestone Tire & Rubber 
General Motors 

Globe Union 

B. F. Goodrich 
Goodyear Tire & Rubber 
Gould National Batteries 
Lee Rubber & Tire 
Raybestos-Manhattan 
Thompson Products 
Timken-Detroit Axle 
Timken Roller Bearing 
United Aircraft 


BuILpING 


+Affiliated Gas Equipment . 
Alpha Portland Cement 
Amer. Radiator & Stand. San. 
Armstrong Cork 

+Babcock & Wilcox 
Congoleum Nairn 

Cook Paint & Varnish 
Crane Co. 

Flintkote ; 
General Portland Cement 
General Refractories 
Glidden - 
Harbison-Walker Refractories 
Ideal Cement 

Johns Manville 

Lehigh Portland Cement 
Lone Star Cement 
Masonite 

Minneapolis Honeywell Reg. 
Otis Elevator 

Pabco Products 

Ruberoid 

Sherwin Williams 

Trane 

U. S. Gypsum 

U. S. Pipe & Foundry 

U. S. Plywood 


CuHemicaL & Druc 


Abbott Laboratories 

Allied Chemical & Dye 
yAmerican Agricultural Chemical 
American Cyanamid 
American Home Products - 
yAmerican Potash & Chemical 
Atlas Powder 

Bristol Myers 

Christiana Securities 
Colgate-Palmolive-Peet 
Consol. Chem. Ind. 
*Dewey Almy Chemical 
Dow Chemical 

E. I. du Pont de Nemours 
Hercules Powder 

Heyden Chemical 
*¥Hooker Electrochemical 
Interchemical Corp. 
+Kopper : 
Mathieson Chemical 
McKesson & Robbins 


Merck 
Monsanto Chemical 
Parke, Davis 


Pennsylvania Salt Mfg. 
Chas. Pfizer 

Procter & Gamble 

Rhom & Haas 

Sharpe & Dohme 

E. R. Squibb & Sons 
Sterling Drug 

Union Carbide & Carbon 
Vick Chemical 

Victor Chemical Works 
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(¥* indicates new addition to composite portfolio; see page 285) 


FINANCIAL 


Aetna Casualty & Surety 2 
Aetna Insurance 8 
Aetna Life Insur. 4 
‘American Alliance Insur. 2 
American Auto. Insur. 1 
American Insur. 1 
American Reinsur. 1 
American Trust, S. F. 1 
*Anglo-Calif. Nat. Bank, S. F. 1 
Associates Investment 1 
Bank of America, N.T.&S.A. 2 
Bank of the Manhattan Co. 1 
Bk. of N. Y. & Fifth Ave. Bk. 1 
Bankers Trust, N. Y. C. 17 
Beneficial Loan 3 
Boston Insur. 2 
Chase National Bank 28 
Chemical Bank & Trust 5 
Citizens & Southern National 

Bank, Savannah 1 
Cc. I. T. Financial 16 
Commercial Credit 9 
Conn. Gen. Life Ins. 2 
Continental Casualty 4 
Cont. Illinois Nat. Bank 

& Trust Co. 21 
Continental Insurance 30 
‘Crum & Forster 1 
Girard Trust Corn Exch. Bk. . 3 
Fidelity & Deposit, Md. 2 
Fidelity Phenix Fire Ins. 21 
Fidelity-Philadelphia Trust 1 
Finance Co. of Penna. 1 
Fire Association of Phila. 3 
Firemen’s Fund Insurance 18 
Firemen’s Insur. of Newark 2 
First Nat. Bank, Atlanta 2 
First Nat. Bank, Boston 14 
First Nat. Bank, Chicago 5 
First Nat. Bank, Dallas 2 
First Nat. Bank, N. Y. .. 4 
First Nat. Bank, Phila. 2 
First Nat. Bank, Scranton 1 
First Nat. Bank, St. Louis 1 
Glens Falls Insur. 5 
Great American Insur. 3 
Guaranty Trust N. Y. 32 
Hanover Bank 9 
+Harris Trust & Sav. Bk., Chic. 1 
Hartford Fire Insur. 12 
Hartford Steam Boiler Insp. 

& Insur. 1 
Home Building & Loan, Phila. 1 
Home Insurance 5 
Household Finance 2 
Insurance Co. of North Amer. 38 
Irving Trust, N. Y. 3 
*Lawyers Title Insur. 1 
Lehman Corp. 1 
Life Insur. Co. of Virginia 1 
Manufacturers Trust N. Y. 5 
Marine Midland Corp. 2 
Mellon Nat. Bk. & Tr., Pittsb. 2 
J. P. Morgan & Co., N. Y. 2 
Nat. Bank of Detroit 2 
Nat. City Bank, Cleveland 1 
Nat. City Bank, N. Y. 39 
Nat. Union Fire Insur. .. 3 
New York Trust 4 
*North River Insurance 1 
Northwestern Nat. Insur. 2 
Penna. Co. for Bk. & Tr. 1 
Phila. Nat. Bank 6 
Phoenix Insurance 3 
Provident Trust, Phila. 1 
Republic Nat. Bank, Dallas 2 
St. Paul Fire & Marine Ins. 4 
Seattle-First Nat. Bank 1 
Security First Nat. Bk., L.A. .. 6 
Southwestern Life Insur. 1 
Springfield Fire & Marine Ins. 3 
Standard Accident Insur. 4 
*Tobacco & Allied Stocks 1 
Tradesmen’s Nat. Bk. & Tr. 

Phila. 1 
Travelers Insurance 8 
U. S. Fidelity & Guaranty y 
U. S. Fire Insur. 2 
U. S. Guarantee 1 


U. S. Nat. Bank, Portland, Ore. 
U. S. Trust Co., N. Y. 
Westchester Fire Insur. 


Foops (Beveraces & Tospacco) 


American Bakeries 
American Chicle 
American Tobacco 
Archer-Daniels-Midland 
Beech Nut Packing 
Best Foods 

Borden 

E. J. Brach & Sons 
Carnation 

Coca-Cola 

Corn Products Refining 
General Foods 

General Mills 

‘Great Western Sugar 
H. J. Heinz 

Hershey Chocolate 
Horn & Hardart Baking 
International Salt 
Liggett & Myers 

*P. Lorillard 

Mead Johnson 

National Biscuit 
National Dairy 
National Distillers 
Penick & Ford 

Philip Morris 
*Pillsbury Mills 

Quaker Oats 

R. J. Reynolds Tobacco 
Standard Brands 
Sunshine Biscuits 
Swift 

United Fruit 

Visking 

*Wesson Oil & Snowdrift 
Wm. Wrigley, Jr. 


Gas & OI 


Amerada Petroleum 
American Natural Gas 
Anderson-Pritchard Oil 
Atlantic Refining 

Cities Service 

Consol. Natural Gas 
Continental Oil 

El Paso Natural Gas 
Gulf Oil 

*Honolulu Oil 

+Houston Oil Co. of Texas 
Humble Oil & Refining 
Kansas Nebraska Natural Gas 
Kern County Land 
Kerr-Magee Oil 

Lone Star Gas 
*+Mid-Continent Petroleum 
Mississippi River Fuel 
*+National Fuel Gas 
Northern Natural Gas 
Ohio Oil 

Oklahoma Natural Gas 
Panhandle Eastern Pipe Line 
Phillips Petroleum 

*Pure Oil 

Republic Natural Gas 
Shamrock Oil & Gas 
Shell Oil 

‘Sinclair Oil 
Socony-Vacuum Oil 
South Penn. Oil 

Southern Natural Gas 
+Southern Union Gas 
Standard Oil Cal. 
Standard Oil Ind. 
Standard Oil N. J. 
Standard Oil Ohio 
Superior Oil of Cal. 
Tennessee Gas Transmission 
Texas Co. 

Texas Pacific Coal & Oil .. 
+Tide Water Assoc. Oil 
United Gas 


2 MACHINERY 
1 
1 Addressograph Multigraph 8 
Air Reduction l 
American Machine & Foundry l 
Arrow-Hart & Hegeman 1 
1 Burroughs Adding Machine 2 
9 Caterpillar Tractor 24 
24 Chain Belt l 
7° Deere 21 
2 Food Machinery & Chemical 7 
6 General Electric 78 
26 +R. Hoe & Co. 1 
1 Ingersoll Rand 9 
2 International Business Machs. . 20 
5 International Harvester 51 
26 Joy Manufacturing 1 
43 Link Belt 12 
24 *Liquid Carbonic 1 
l P. R. Mallory 2 
l Master Electric 1 
1 McGraw Electric 6 
1 Mesta Machine 2 
3 National Cash Register 10 
46 National Cylinder Gas 1 
1 Philco 2 
2 Radio Corp. of America ] 
1l Ray-O-Vac 1 
49 ‘Remington Rand 1 
7 Shellmar Products 1 
3 Sperry 
12 Square D 7 
1 Stanley Works 3 
4 Sylvania Electric Products 2 
35 ‘Torrington 1 
4 Underwood 2 
4 United Eng. & Foundry ] 
12 United Shoe Machinery 7 
30 Wagner Electric ] 
1 Westinghouse Electric 72 
1 Yale & Towne Mfg. 2 
‘ 
MERCANTILE 
Aldens Ine. 1 
Allied Stores 2 
ll American Stores 4 
Edison Bros. Stores ] 
1 Emporium Capwell l 
9 Federated Department Stores 9 
1 First National Stores 15 
24 Food Fair Stores 1 
34 W. T. Grant 7 
l Great Atlantic & Pacific Tea . 2 
59 H. L. Green 9 
1 Jewel Tea 4 
1 S. S. Kresge 18 
13 S. H. Kress 9 
1 Kroger 18 
1 R. H. Macy 2 
Marshall Field 3 
1 May Department Stores 21 
14 McCrory Stores 4 
= +Mercantile Stores 1 
2 Montgomery Ward 47 
l G. C. Murphy 11 
23 +J. J. Newberry 1 
7 J. C. Penney : 50 
2 Peoples Drug Stores 
9 Safeway Stores 5 
58 Sears Roebuck 63 
9 Strawbridge & Clothier 1 
v3 Western Auto Supply 1 
1 F. W. Woolworth 48 
- Metrats & MINERALS 
33 +Acme Steel 1 
1 +Allegheny Ludlum Steel 2 
6 Aluminum Co. of America 15 
1 American Smelting & Refining 15 
42 Anaconda Copper 1 
49 Armco Steel 3 
78 Bethlehem Steel +] 
4 Bohn Aluminum & Brass 1 
: Columbian Carbon 1 
1 *+Consol. Mining & Smelting 
“ of Canada 1 
60 +Freeport Sulphur 1 
2 Howe Sound ] 
1 Hudson Bay Mining & Smelting 1 
20 Inland Steel 26 
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International Nickel 
Kennecott Copper 
Mueller Brass 

National Lead 

National Steel 

New Jersey Zinc 
Newmont Mining 
Phelps Dodge 

+Pond Creek Pocahontas 
Potash Co. of America 
+Republic Steel 

St. Joseph Lead 
Scoville Manufacturing 
Texas Gulf Sulphur 

U. S. Potash 

U. S. Steel 

Youngstown Sheet & Tube 


Paver & GLAss 
American Can 
American Optical 


Anchor Hocking Glass 
Container Corp. of America 
Continental Can 

Corning Glass Works 

Crown Zellerbach 

+Dixie Cup 

Hazel Atlas Glass 
International Cellucotton 
International 
Kimberly-Clark 
Libbey-Owens-Ford 
Lily Tulip 
Marathon 
Minnesota & Ontario Paper 
Owens Illinois Glass 
Pittsburgh Plate Glass 


Paper 


Glass 


Cup 


Scott Paper 
Soundview Pulp 
Sutherland Paper 


Union Bag & Paper 
‘U. S. Playing Card 
West Virginia Pulp & Paper 
Weyerhauser Timber 
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+Canadian 


Burlington Mills 
Cannon Mills 
Celanese 

Cluett Peabody 
Endicott Johnson 
General Shoe 
Industrial Rayon 
International Shoe 
Johnson & Johnson .. 
Melville Shoe 

J. P. Stevens 


TRANSPORTATION 


Alabama Great Southern 
American Brake Shoe 
Atchison Topeka & Santa Fe 
Pacific 
Chesapeake & Ohio 

General American Transport 
Great Northern 

Kansas City Southern 
Louisville & Nashville 
Norfolk & Western 
Pennsylvania 

Pullman 

Southern Pacific 

Union Pacific 

Virginian Ry. 


+ Westinghouse Air Brake 


UTILITIES 


American Gas & Electric 
American Tel. & Tel. 
Atlantic City Electric 
Boston Edison 


Carolina Power & Light 
Central Illinois Light 
Central & Southwest 
Cincinnati Gas & Electric 
Cincinnati & Sub. Bell Tel. 
Cleveland Elect. Illuminating 
Columbia Gas System 
Columbus & S. Ohio Elect. 
Commonwealth Edison 
Conn. Light & Power 
Consol. Edison 

Consol. Gas Elect. Light & 
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Power of Baltimore 
Consol. Gas Utilities 
+Consolidated Northern Gas 
*+Consumers Gas of Reading 
Consumers Power aos 
Dayton Power & Light 
Delaware Power & Light 
Detroit Edison 
Duke Power 
Equitable Gas 
Florida Power 
Florida Power & Light 
General Public Utilities .. 
Gulf States Utilities 
Hackensack Water 
Hartford Electric Light 
Houston Lighting & Power 
Idaho Power 
Illinois Power 
Indiana Gas & Water 
Indianapolis Power & Light 


Iowa Illinois Gas & Electric .. 


Iowa Power & Light 

Iowa Public Service 

Kansas City Power & Light 
Kansas Power & Light 
+Long Island Lighting 
Middle South Utilities 
Montana Power 

Mountain States Power 

New England Electric System 
New England Tel. & Tel. .. 
N. Y. State Electric & Gas 
Niagara Mohawk Power 
North American 

Northern States Power 

Ohio Edison . 

Oklahoma Gas & Electric .. 
Pacific Gas & Electric 
Pacific Lighting ——. 
Peninsular Tel. 

Penn. Power & Light 
Penn. Water & Power 
Peoples Gas Light & Coke 
Philadelphia Electric 


Potomac Electric Power ar 


Public Service of Colorado 
Public Service of Indiana 
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Public Service Electric & Gas 
San Diego Gas & Electric 
Scranton Electric 
South Carolina Electric & Gas 
Southern California Edison - 
Southern Co. nat ae 
Southern New England Tel. 
Southwestern Public Service 
Tampa Electric 

Texas Utilities - 
Toledo Edison 

United Gas : 

United Illuminating 
Virginia Electric & Power 
WaShington Gas Light 

West. Penn. Electric 
Western Mass. Cos. 
Wisconsin Electric Power 


MISCELLANEOUS 


American Chain & Cable 
+American Hospital Supply 
Cleveland Graphite Bronze 
Diamond Match 
Doehler-Jarvis 


+Dravo 


Eastman Kodak me 
Gillette Safety Razor .. 
Locke Steel Chain 


+Loew’s 


Minnesota Mining & Mfg. 
Safeway Steel : 
Twentieth Century Fox Film 
+White (S.S.) Dental Mfg. 
J. S. Young 
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Edward W. Nippert, vice 
president and trust officer of 


FIFTH THIRD UNION 


TRUST 


Co., Cincinnati, has been ap- 


pointed a member of 


the 


board of trustees of the City’s 


Sinking Fund. 





Fiduciary Service in California 

















We invite you to call on us for prompt, 
efficient fiduciary service when required 


in California and particularly in the 


San Francisco Bay Area. 


_.. This bank, with over eighty years of experience, 
plus modern, up-to-date facilities, is well- 
qualified to handle all matters of trust 


~ 


administration for corporations and individuals. 


For further information please write our Trust 
Department, One Montgomery Street, San Francisco. 


1 MONTGOMERY STREET 


Member Federal Deposit Insurance Corporation 


Apri 1952 


SAN FRANCISCO 


CROCKER FIRST NATIONAL BANK 


360-14TH STREET 
OAKLAND 
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Selection of Growth Stocks 
for Trust Investment 


How to select so-called “growth 
stocks,” important in a_ well-rounded 
trust portfolio as an offset to the inevit- 
able investment disappointments with 
their consequent capital attrition, was 
the problem discussed by W. Brewster 
Winton, investment trust officer of the 
Chemical Bank and Trust Co. of New 
York, speaking March 24th before the 
Trust Conference of the Indiana Bankers 
Association in Indianapolis. 

Mr. Winton checked the selection fac- 
tors by reverting to 1937, with the as- 
sistance and collaboration of several in- 
vestment specialists, in making up a 
composite preferred group of eight in- 
dustries with apparent best growth 
prospects at that time. Over the en- 
suing 15 years, only three of the eight 
industries were among the best eight 
growth groups. While the individual 
stocks selected were better than the 
group averages, they were not so good 
as the best performers in the groups 
not selected. It was contended by Mr. 
Winton that World War II was the 
main unforeseen factor upsetting the 
1937 prognostications, the earnings of 
several industry groups being held back 
by conversion to war work, among 
them the airlines and the airplane man- 
ufacturing industry. The lesson of these 
studies, argued Mr. Winton, is that a 
past record of growth is no criterion for 
the future. 


The first important element in selec- 
tion is an analysis of the current eco- 
nomic situation which, combined with 
imagination as to what the future may 
bring, will enable some degree of pro- 
jection of a company’s prospects under 
varying conditions as yet unknowable. 
As Mr. Winton stated it, “. . No one can 
wholly avoid being influenced by the 
past, but it is in the future that growth 
pays off. To try to project conditions 
into the future is the only way I know 
of avoiding the popular fallacies that a 
stock which has grown in the past will 
continue to grow and that a_ stock 
which has not grown in recent years 
will never grow.” 


The second essential, said Mr. Win- 
ton, is the always important manage- 
ment factor, which embraces both finan- 
cial judgment and imagination. The 
latter will influence the emphasis placed 
upon research, with the development of 
new products and the adaptation of old 
ones to new uses, together with opera- 
ting efficiency. Financial judgment pre- 
supposes sound and timely methods of 
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capital expansion, which will be evi- 
denced by the dividend policy, capital 
structure, earnings retention and the 
degree of reliance upon outside finan- 
cing. 

After citing these two general selec- 
tion principles, Mr. Winton mentioned 
four conditions to avoid in the growth 
candidates: 

Inflexible and high overhead and 
labor costs 

Promising products submerged in 
a large group of highly cyclical or 
retrogressive products 

A price for the stock which appears 
to discount prospects far in advance 
of their probable realization 


Vulnerability to unexpected devel- 
opments in the international situation. 


With reference to the imponderables 
inherent in the possibility of armed con- 
flict, Mr. Winton counseled diversifica- 
tion as a hedge, and the avoidance of 
stocks dependent to a large degree upon 
indefinite continuation of armament ex- 
penditures, as well as those whose 
growth would be seriously retarded by 
all-out war. 


Investment Programming 


Five subjects in trust investment pro- 
gramming were discussed by Murray C. 
Trescott, vice president of First Bank 
and Trust Co. of South Bend in another 
Conference address. Selected by a poll 
of Indiana trust officers, they were an- 
swered in the order of interest shown. 


(1) The trustee’s attitude toward se- 
curity assets of an estate under admin- 
istration depends in some degree upon 
whether distribution to heirs or estab- 
lishment of a trust fund is contemplated. 
A review will establish the valuation at 
death, composition by classes, approxi- 
mate income, and an estimate of estate 
taxes, together with determination of 
income, if any, needed by the family or 
heirs. The general liquidation program 
is subject to over-all market appraisal, 
but it usually provides for one third of 
the probable taxes at two or three 
months, one third at seven or eight 
months, and the balance at twelve to 
fourteen months. Odds and ends and 
mediocre quality holdings are sold first, 
followed by trimming of larger com- 
mitments, especially if a trust is to be 
established. Where, however. the large 
blocks are of highest investment grade, 
reductions are not made for diversifica- 
tion alone. 


(2) Common stocks may be_ pur- 
chased now for trust investment, not 


because of a bullish outlook but be- 








cause sound values can be found in the 
current market suitable for trustee in. 
vestment, which should always be ap. 
proached from the longer-range view. 
point and regardless of temporary mar. 
ket fluctuations. If a small price decline 
exposes the trustee to criticism, common 
stocks are not meant for this account. 
As the trustee should never buy the list 
or averages indiscriminately but gear 
his commitments to the needs of the 
beneficiary, so he should select only 
from the best grade issues. Mr. Trescott 
asserted that his bank would be willing 
to buy at today’s’ prices forty stocks 
listed on the New York Stock Exchange 
for conservative investment. 


(3) Diversification in the “average 
trust” is, as always. a matter of indi- 
vidual The bond 
yields and purchasing power of the 
dollar has the look 
more to common stocks, with percent- 


decision. decline in 


forced trustee to 
ages placed in equities moving upward 
from 15-20% ten or twelve years ago to 
around 35‘« 
day some of the largest institutions re- 
port around 50‘; this 
medium. However, the ideal policy is 


five years ago. while to- 
investment in 


not one of following the crowd but ad- 
justing one’s actions to the economic 
and market outlook. with the result that 
a year or two hence stocks in an average 
account in this bank might be down to 
25-3007 of total assets. 

(4) During 1941-51 trustees bought 
U. S. Savings Bonds Series G in sub- 
stantial amounts because the differential 
on comparable corporates was only |x 
to 44% higher. In the free Government 
market over the past year, with yields of 
close to 234% available today. the 
preference of trustee funds is for the 
market bonds. Some trustees have even 
sold Series G and switched into Treas- 
ury 214s or corporates at current more 
liberal yields, 

(5) The ideal investment 
would be the one that “knew all the 
answers” but, such an organization be- 
ing unavailable, the next best solution 
is the development of one’s own Invest- 
ment Department by hard work, judg- 
ment and experience. The basic statis- 
tical material furnished by the standard 
services should serve as the basis for 


service 


digging for oneself. There are some ex- 
cellent statistical advisory organizations 
operating independently, and the re- 
sources of investment banking and brok- 


erage houses are also available. The 
help which the large correspondent 


banks can give their depositors is most 
important and sometimes overlooked. 
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Dealers 
in M unicipal 
Bonds 





The Chase offers trust officers and others acting in 
fiduciary capacities a well rounded service in this 
type of investment. Inquiries will receive the per- 


sonal attention of experienced officers. 


Bond Department 


THE CHASE NATIONAL BANK 


OF THE CITY OF NEW YORK 


Member Federal Deposit Insurance Corporation 
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DIRECTORS 


EDWIN J. BEINECKE 
Chairman, The Sperry & 
Hutchinson Co. 


EDGAR S. BLOOM 
Chairman, New York and Cuba 
Mail Steamship Company 


ALVIN G. BRUSH 
Chairman, American Home 
Products Corporation 


CHARLES C. CLOUGH 


{dministrative Vice-President 


LOU R. CRANDALL 
President, George A. 
Fuller Company 


CHARLES A. DANA 
Chairman, 
Dana Corporation 


HORACE C. FLANIGAN 


President 


JOHN M. FRANKLIN 
President, United States 
Lines Company 


JOHN GEMMELL, JR. 
Clyde Estate 


PAOLINO GERLI 
President, 
Gerli & Co., Inc. 


FREDERICK GRETSCH 
Chairman, Lincoln 
Savings Bank of Brookivn 


JOHN L. JOHNSTON 
Director, Lambert Company 


OSWALD L. JOHNSTON 
Simpson, Thacher & Bartlett 


HARRY C. KILPATRICK 


Senior Vice-President 


KENNETH F. MacLELLAN 
President, United Biscuit 
Company of America 


JOHN T. MADDEN 
President, Emigrant 
Industrial Savings Bank 


JOHN P. MAGUIRE 
President, John P. 
Maguire & Co., Inc. 


GEORGE V. McLAUGHLIN 
Chairman, Executive 
Committee 


Cc. K. PALMER 
Director, Cluett 
Peabody & Co., Inc. 


GEORGE J. PATTERSON 
President, Scranton & 
Lehigh Coal Co. 


WILLIAM G. RABE 
Chairman, Trust Commitiee 


HAROLD C. RICHARD 
New York City 


HAROLD V. SMITH 
President, Home Insurance Co. 


L. A. VAN BOMEL 
President, National Dairy 
Products Corporation 


HENRY C. VON ELM 


Honorary Chairman 





MANUFACTURERS 
TRUST COMPANY 





Condensed Statement of Condition 


March 31, 1952 


RESOURCES 


Cash and Due from Banks. . . . 
U. S. Government Securities . . . 
U.S. Government Insured F. H. A. 
re « « 6 a ee we 
State. Municipal and Public Securities 
Stock of Federal Reserve Bank. . 
Other Securities . . . . . 
Loans. Bills Purchased and Bankers’ 
Acceptances . . . . ... - 
a a a 
Banking Houses . ..... . 
Other Real Estate Equities . . . . 
Customers’ Liability for Acceptances 
Accrued Interest and Other Resources 


LIABILITIES 


Capital . . . . $50,390,000.00 
Surplus. . . . = 69,444,000.00 
Undivided Profits .  45,415,457.92 


Reserves for Taxes. 





Unearned Discount. Interest, etc. . 
Dividend Payable April 15, 1952... 
Outstanding Acceptances . . . . 
Liability as Endorser on Acceptances 

and Foreign Bills . . . . . . 
Other Liabilities . . . . . . . 


i ae a ee a oe ee 


United States Government and other Securities carried at 
secure public funds and trust deposits and for other purposes as required or permitted by law. 





$ 782.840.721.45 
§28.986. 706.81 


78,809,495. 76 
103.606.097.30 
3.595,050.00 


25,902.515.23 


805.45 1.689.20 
16,232.477.57 
13,872.537.64 

256,817.40 
10,073.835.35 
6,273.066.76 
$2.675,901.010.47 


$ 165,249,457.92 


15.964.841.16 
1.637.675.00 
10.396.099.43 


5,.777.904.20 
1,021,436.50 
2,475,853,596.26 
$2.675.901.010.47 


$144,335,613.80 are pledged to 


Head Office: 55 Broad Street, New York City 


MORE THAN 100 OFFICES IN GREATER NEW YORK 


Member Federal Deposit Insurance Corporation 








DEFENSE IS YOUR JOB TOO—BUY U. S. DEFENSE BONDS 





TRUSTS AND ESTATES 
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stockholders, qualifying under the In- 
vestment Company Act of 1940. 
A digest of the recently enacted law 
follows: 
(1) Preferred Stocks:—The 


Sidelights on 


net earn- 














‘ATES 


INSTITUTIONAL INVESTMENT 


Savincs BANKS AND COMMON STOCKS: 


ITH THE NEWLY ENACTED PER 
MISSION to buy preferred, guaran- 


must maintain a high degree of liquid- 
ity. Most depositors have little interest 
in withdrawals. Savings institutions are 


ings of the issuing corporation available 
for all charges and preferred dividends 
(computed as of the date of investment) 
must have averaged one and one-half times 
such requirements for the five years next 
preceding the date of investment and, 
during either of the last two years next 
preceding such investment, have been not 


; ‘ not like commercial banks where large lens: die ote wl auelelt Gikes eak 
teed. and common stocks, the New York ‘thd Is | a tals a ; : 
? k lavi : withdrawals may be made within a short requirements. 
savings bik are li g plans to com- . j . : ‘ : : eee 
saving ban oe Se. \; time. Moreover, past experience might (2) Guaranteed Stocks:—Earnings of 
pete actively with other institutional in- jigicate that there is almost as much the guaranteeing corporation shall have 


vestors in the equity capital market. 
Powered from the first by a group of 
active. well-informed officials of New 
York City and upstate banks, the Com- 


risk. but not as much reward, in time- 
honored savings bank type investments 
as in high-grade common stocks. In fact, 


covered fixed charges on an average of 
one and one-half times for the five years 
next preceding the date of investment and 
during either of the last two years next 


ee New York State savings banks wrote preceding the date of investment shall 
ae oo oP ‘ her ae ea off $603.000,000 in losses in the period have covered such charges at least one 
2 > } e > OK, e- , _ 7‘ y ‘ >-he i 2S, 
headed by Alfred C. Middl mig 1938 to 1945. which was about 12% and apie ae 
lieves that the stock market is becom- (3) Common Stocks:—Common stocks 


Without 
expert guidance. they say, the savings 


ing rapidly  institutionalized. 
hanks cannot compete with trust funds. 
pension funds, insurance companies and 
open-end investment funds. 

The savings banks are authorized by 
the amendment to form an open-end in- 
vestment company which is to be owned 
by them and which may invest only in 
securities eligible to savings banks. They 
hope to work through the necessary 
agreements, filings with the Securities 
and Exchange Commission, subscrip- 
tion to the shares, etc. before the end 
of 1952. 

Savings bank men do not regard com- 
mon stocks as ripe for buying at the 
moment, and plan for the time being 
to pick and choose among the preferreds. 
but they are looking forward to the 
time when commons will be in a favored 
position marketwise. The larger banks 
may make some purchases of “defen- 
sive’ issues (utilities, foods, retailing) 
in addition to the aforementioned pre- 
ferreds. Both now and after their in- 
Vvestment company is actively function- 
ing. the accent will be on income. Pres- 
ent plans do not call for an attempt 
to catch either the tides or the ripples 
of price appreciation. Sights will be 
leveled directly on income, with pur- 
chases made when the stocks under ob- 
servation offer the best long-term pos- 
sibilities for a stable return. 

Savings banks are still smarting under 
the criticism of their investment pro- 
cedure implied in the brokerage house 
slogan “Two Per Cent is Not Enough.” 
and they hope to show the financial 
world that if the public feels that way 
about income they are able to do as 
well as any other sound investor who 
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of their deposits at that time. As Wil- 
liam H. Harder. vice president of Buff- 
alo Savings Bank and a member of the 
“While 


equities by nature show losses during 


investment committee. observes: 


adverse conditions they nevertheless pos- 
sess growth and price appreciation pos- 
sibilities under favorable conditions 
which are not possible in savings bank 


type investment.” 


Mr. Harder and his associates on the 
Committee believe that the arguments 
which have propelled savings banks into 
the stock market did not exist prior to 
1930. They feel, as do many other in- 
stitutional investors. that in an_ ever- 
changing, dynamic economy successful 
investment requires not broad 
statistical knowledge but the application 


of flexible economic thinking. 


only 


Reading between the paragraphs in 
conversation with leaders of the savings 
bank field. one is led to the conclusion 
that the time may not be far distant 
when savings bank depositors may buy 
common stock funds at their banks just 
as they now buy low-cost life insurance 


policies. 


In their earlier thinking the savings 
banks contemplated a Common Trust 
Fund administered by the Savings Bank 
Trust Company, the existing central or- 
ganization serving savings banks 
throughout New York State. The Bureau 
of Internal Revenue advised, however, 
that. laudable as the plan was, it could 
not possibly qualify under existing Fed- 
eral legislation which, it was pointed 
out, was designed “to keep the banks 
out of the investment business.” Thus 
it was decided to form an open-end in- 


vestment fund with the 131 banks as 


to be eligible must be registered on a 
national securities exchange. The issuing 
corporation shall have paid cash dividends 
on its common stock for a period of ten 
fiscal years next preceding the date of 
investment and aggregate net earnings for 
the period shall have been at least equal 
to the dividends paid. Also, if the com. 
pany has any preferred or guaranteed 
stocks outstanding. such issues must be 
eligible under the provisions outlined 
above. 

The investment by any savings banks 
in any one corporation is limited (1) to 
one per cent of the assets of the bank and 
(2) to two per cent of the outstanding 
stock of the corporation. The investment 
of a savings bank in stocks under this 
amendment is limited to five per cent of 
its total assets or fifty per cent of its 
surplus and undivided profits, whichever 
is the lesser. The investment in common 
stocks or in the stock of the investment 
trust provided for in the act may not be 
more than one-third of the bank’s surplus 
and undivided profits or three per cent 
of its total assets, whichever amount is less, 


LiFE INSURANCE COMPANIES AND 
PENSION FUNDS: 


The movement toward private place- 
ment of securities with large institu- 
tional buyers gained marked impetus 
during 1951, which saw the issuance of 
the largest volume of corporate securi- 
any year since 1929. Private 
deals, according to the Securities & 
Exchange Commission, accounted for 
44°¢ of all corporate issues last year and 
for 60% of all debt issues. This reflected 
the large volume of securities offered 
by manufacturing companies “which 
during recent years have placed directly 
with institutional investors the major 
part of their debt offerings.” 


ties in 


Life insurance companies and large 
corporate pension funds were the prin- 
cipal buyers. Both contend that they are 
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able to obtain a higher yield at lower 
commission through direct placement. 
as well as indenture terms more to their 
liking. Conditions being equal, they 
would prefer the wider markets of listed 
issues but many of the changes they 
favor in the rules, regulations and com- 
missions of the exchange would not be 
popular with the individual investor. 
In regard to future United States Gov- 
ernment issues. 38 life company execu- 
tives who answered the Patman ques- 
tionnaire said they would be interested 
in a fully marketable bond with a ma- 
turity of from 20 to 40 years earning 
an interest rate fully competitive at the 
time of issue. Several specified that the 
new Government issue should be ineligi- 
ble for purchase by commercial banks. 


Unpegging of the Government bond 
market in March, 1951. and the subse- 
quent decline in the prices of Govern- 
ment securities made it impossible for 
some life companies to make forward 
commitments on the assumption that 
their holdings of Governments could be 
liquidated at known fixed prices. The 
result was that these companies were 
forced to take care of commitments out 
of current cash inflow and their opera- 
tions have been correspondingly re- 
stricted. 


UnIverRsITy ENDOWMENT FUNDs: 


Advisors of the larger university en- 
dowment funds are becoming more cau- 
tious in relation to common stock pur- 
chases. particularly of the “cycle” 
stocks. They are inclined to favor bonds 
or straight preferreds until the horizon 
(political, that is) clears. Some of them 
feel that the course of the common 
stock market may be determined by the 
identity of the next President. This 
change in attitude will bear watching. 
It does not represent a definite break 
by endowments in the tendency evident 
for the past ten years to acquire a con- 
stantly larger portion of equities but 
rather a “stop, look. and listen” phase. 


COMMERCIAL BANKs: 


As it becomes increasingly clear that 
the bond market has seen its low for 
the time being, there is persistent de- 
mand from banks, and particularly those 
outside New York, for long and medi- 
um-term Governments. The disposition 
of banks to lengthen their maturities, 
noted here last month, has spread to 
other institutional investors, becoming 
a definite trend and applying to all sec- 
tions of the bond market, treasury, cor- 
porate and municipals. 


Many commercial banks also have 
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ee, 
SPECIAL OFFERINGS ON NEW YORK STOCK EXCHANGE 
March. 1952 


Where a survey of the auction market's ability to absorb 
a sizable block of stock reveals a limited demand, a special 
offering, after the market close, under rules devised to cover 
such procedures, is permitted. The seller pays both the reg- 
ular and a special commission to brokers who can find buyers. 


The buyer pays no commission. 


Shares Stock 


30,000 
10,000 Robbins Mills Inc. 


March 4 
March 5 


Burlington Mills Corp. 


Spec. 
Price Comm. Offered by 
16 $ .55 Kidder, Peabody & Co. 
26% -75 Clark, Dodge & Co. 





more money available for investment in 
tax-exempts. This situation may reflect 
a down-turn in various fields of indus- 
trial activity. Whatever the cause, the 
increased bank demand for tax-frees ap- 
peared just when the market needed it 
to offset the failure of large-scale de- 
mand to materialize from savings banks. 

According to the Federal Reserve 
Bank of New York, there is developing 
“a gradual return by the commercial 
banks to the interest in marketable cor- 
porate bonds which they had before 
1933.” 


INVESTMENT ‘COMPANIES: 


Portfolio composition of open-end 
mutual funds with assets of $5,000,000 
or more, according to the Arthur Wie- 
senberger compilation just released, 
shows a drop in the percentage of com- 
mon stocks held at the end of 1951 as 
compared with the previous year: 


Year Vet Cash Bonds Pfd. Common 
End & Gort. Shares Shares 
1951 15% 6% T% 72% 
1950 12% 6% 6% 76% 


The common stock holdings, which 
revealed a decline in favor for indus- 
trials, were diversified as follows (per 
cent of total assets) : 


Year Indus- Public Rail- Bank, Ins. 
End trial = Utility road & Finance 
1951 55% 11% 4% 2% 

1950 59% 10% 5% 2% 


PREFERREDS 


(Continued from page 282) 


To summarize: Public utility pre- 
ferred stocks offer the best medium 
available today for a wide selection of 
good grade preferred stocks. Most pipe- 
line preferred stocks have sinking funds. 
which gives them a peculiar advantage. 
Some are also convertible, as are certain 
electric utility preferred stocks like Pub- 
lic Service Elec. & Gas $1.40 prefer- 
Stocks such as these have a 
special advantage. Straight preferred 
stocks have a more limited appeal be- 
cause they generally have a more limited 
market, they tend to fluctuate more than 





bonds from money rate changes, and are 
also more influenced than bonds by 
changes in business conditions. They are 
a very poor inflation hedge, and where 
their call price is low, they may be 
refunded when their yield cannot be 
replaced except in a security of lower 
quality. However. for those who desire 
to include preferred stocks in their port- 
folios, the issues of operaitng electric 
light and power companies seem par- 


ticularly well qualified since the indus. | 


try is growing rapidly, has a fine record 


of earnings and dividend stability, and | 
is in a strong and sound financial con- | 


dition. 
A AA 


Virginians Meet 

The annual one-day Meeting of Trust- 
men in Virginia was held April 9th at 
Natural Bridge Hotel, under the direc- 
tion of Howard A. Holland, vice chair- 
man of the V.B.A. Trust Committee and 
trust officer of Shenandoah Valley Na- 
tional Bank, Winchester. The program 
consisted of round table discussions of 
various trust questions, with a luncheon 
talk on the economic situation by Dr. 
Charles W. Williams, vice president of 
the Federal Reserve Bank of Richmond. 








DOW-JONES AVERAGES 


Apr. 1, Mar. 1, Apr. 2, 
1952 1952 1951 
30 Industrials 267.22 260.27 246.63 
20 Railroads 93.29 84.94 79.69 
15 Utilities 19.75 48.56 42.21 
65 Stocks 101.74 97.20 90.50 


MUNICIPAL BOND AVERAGES 


(courtesy of Daily Bond Buyer) 


Apr. 3, Mar. 1, Apr. 5, 

1952 1952 1951 

20 Bond Index 2.05% 2.09% 1.92% 
1.86% 1.89% 1.77% 


11 First Grade 








U. S. SAVINGS BONDS 
SALES AND REDEMPTIONS 
March, 1952 


SALES REDEMPTIONS 
(in millions of dollars) 
SERIES E 284 266 
84* 
SERIES F 9 16 
SERIES G 38 63 
TOTAL $331 $429 


* Matured. 
ee” 
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Bond Market Review 


GOVERNMENTS, MUNICIPALS. CORPORATES 


Investment Officer, The Chase National Bank of the City 


REVIEW OF THE GOVERNMENT, mu- 
A nicipal and corporate bond markets 
during the first quarter of 1952 should 
commence with recognition of its in- 
heritance from the final quarter of 1951. 
The squeeze in the money market which 
occurred in the closing sessions of last 
vear has largely influenced the market 
during the three months just passed. 
Even though the money stringency went 
far beyond expectations, many people 
felt that its impact on the short term 
market. as well as upon other sectors 
of the list. could have been greatly mod- 
ified by more vigorous action on the 
part of the authorities. In any event, 
what occurred brought to many a new 
awareness of the implications of market 
flexibility. It also served as a reminder 
that bank reserves can be expensive un- 
less the Federal is willing to furnish 
them freely. 

In the government market the year- 
end 
The issues with nearby 
call dates sold at discounts. The 2s due 
September 15. 


lows occurred on December 27. 


various 2% 


1953/52. for example. 
were on a 2.12‘: yield basis. The 2's 
due June 15, 1955/52 sold at par. At 
98 28/32. the 214s due September 15, 
1959/56 returned 2.41%. The long 
bank eligible 214s showed a return of 
2.72‘. at the bid side of 96 16/32, 
while the Victory bond at 95 28/32 
reached its lowest price since issuance. 

Concurrently. seasoned corporate 
bonds of quality showed yields of 3.15% 
to 3.20‘ for the lower coupon issues. 
A more recently offered obligation like 
Detroit Edison 3%gs due 1976, carrying 
a coupon more nearly in line with exist- 
ing conditions, afforded a return of 
3.21%. Municipal bond yields also 
showed more liberality, but this seg- 
ment of the market, due to the rather 
steady increase in yields which had 
taken place from September on, was 
probably affected less than the others. 
The municipal market was influenced 
both by important offerings of Housing 
obligations and by other issues which 
reached the market in spite of credit 
control, 
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HARRY F. JONSSON 


Buoyant Beginning 


The month of January brought im- 
provement in government, municipal 
and corporate bonds. The rate on Treas- 
ury bills declined from 1.88% on the 
issue dated January 3 to approximately 
1.60%. The market for intermediate 
bank eligible government issues 
proved by about one point. while bonds 
due to reach bank eligibility status in 
May and June recovered better than 
one point. The longest ineligibles gained 
about one-half point. Corporates offered 
during January experienced satisfactory 
placement. A great deal of interest was 
aroused by the action of the Aluminum 
Company of America in making a public 
rather than a private offering. Giving 
consideration to the substantial forward 
commitments of insurance companies 
and other institutional investors, and 
despite the existence of a sinking fund 
which would materially reduce their 
twelve year life, it was felt that the best 
that the Aluminum bonds 
could count on from private placement 
on a take it or leave it basis would be 
a 344% rate. As compared with prelim- 
inary estimates of a 314‘. basis for a 
public offering, this financing actually 
came at 3!<°% and went to a premium 
which has since been maintained and 
is now about two points. The.municipal 
market during January was dominated 
by the offering of housing obligations 
which met a good reception at a slight 
decrease in yield from previous issues. 


The Market Takes a “Breather” 


The most important developments 
during the month of February were oc- 
casioned by Treasury financing and the 
failure to exercise the right to call the 
214s due June 15, 1955/52. The Treas- 
ury Department accepted the immedi- 
ately bearish implication in place of 
having to run the risk of an unknown 
money market in June. Aside from its 
timing, the exchange offering covering 
the April certificates entailed no sur- 
prise. However, the offer of 234s due 
1959/57 for the 214s called March 15 
represented an unexpected testing of the 


im- 


Company 


of New York 


market. Corporate issues reached the 
market in somewhat larger amount. The 
moderate advance in quotations which 
had been underway during the first six 
weeks of the year was, however, some- 
what tempered by the announcements 
covering obligations scheduled for pri- 
vate and public placement. This indi- 
cated a substantial demand on the capi- 
tal market during coming months. 


The Ides of March 


In March the outstanding develop. 
ment was the ability of the money mar- 
ket to meet the tax date without recur- 
rence of the December stringency. The 
high yield on Treasury bills was only 
1.784‘. for the issue dated March 13. 
Between their Monday auction and 
Thursday delivery, the bid for these bills 
improved to 1.63°7%, while other bills 
which were wide on the bid side showed 
material improvement. Anticipating the 
possibility of a tight money market, all 
government issues were somewhat weak 
March. By mid-month, 
provement had occurred both in the 
short and long term sectors of the list. 


early in im- 


The issues to become bank eligible in 
May and June, especially the 2's, re- 
corded the largest improvements, Cor- 
porate bonds, meanwhile, despite in- 
creased offerings and additions to the 
visible future volume. continued to be 
strong. The market for such an obliga- 
tion as the new Consolidated Edisons 
was slow at the outset. but it suddenly 
improved and all the bonds were placed 
at the offering price. The Imperial Pipe 
Line, which apparently reflected in its 
price too great dependence on parent 
company credit, was the only important 
issue which continued to experience 
somewhat heavy going and needed a 
price cut to move. 

That the money market did not de- 
velop severe tightness was attributed to 
the manner in which the Treasury and 
Federal Reserve handled the situation. 
Funds were supplied to the market by 
drawing down previously accumulated 
balances at the Federal, an important 
increase in “float” and temporary bor- 
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rowing through special certificates at 
the Federal. All of this resulted in add- 
ing at one time over $114 billion in 
member bank reserves. In addition, the 
task of the money market managers 
was made easier by the fact that about 
$11, billion March 15 Tax Anticipa- 
tion bills were surrendered for cash or 
in payment of Another $114 
billion in Treasury Tax and Savings 
Notes were tendered for redemption, of 
which almost $1,1 billion was in pay- 
ment of taxes. 


taxes. 


March witnessed some hesitation in 
the prices of tax exempt issues due to 
the the mid-April 
housing financing. The more recent di- 


announcement of 


rective of the President that state and 
municipal financing be removed from 
voluntary credit control also had a 
bearing. On the whole, however, the 
market has absorbed well the issues of 
the last three months. The Blue List in- 
ventory has only increased $3 million 


to $159 million. 
Second Quarter Comments 


The quarter just ended has given 
some clue to possible market factors in 
the future. Recent events have demon- 
strated what may be expected in the 
June tax period. There has been ample 
evidence that the Monetary Authorities 
can the that 
through only temporarily expanding re- 
One overlook the fact 
credit monetary 

will undergo a change rather 


ease strain of occasion 


serves. cannot 
that 
policy 


restriction and 


promptly should there be any signs of 


declining business activity which will 





materially reduce employment. In the 
meantime, the course of bank loans, the 
demands on the capital market for 
further corporate expansion and_ the 
needs of the Treasury are inseparably 
bound up with the international situa- 
tion. A careful following of the trend 
of loans and business activity will, as 
always. greatly benefit institutional in- 
vestors and result in the best portfolio 
performance, 


A &2 6 


Negligent Investors Face 
Security Losses 


Unless holders of 175 defunct Amer- 
ican corporations’ bonds or stocks take 
action to exchange their investments for 
cash or equivalent securities before the 
“deadline” established by the appropri- 
ate authorities. they may lose approxi- 
mately $25 million. acéording to a 15- 
page booklet “Securities Required to Be 
Exchanged.” published last month by 
the Securities and Exchange Commis- 
sion. The securities listed in this com- 
pilation are limited to those reorganiza- 
tions in which the Commission has par- 
ticipated under Chapter X of the Bank- 
ruptey Act and Section 11 of the Public 
Utility Holding Company Act of 1935. 
and does not contain the names of other 
securities subject to similar action aris- 
ing from other reorganization proceed- 
ings. In an effort to avoid unnecessary 
losses to investors. copies are being dis- 
tributed through financial channels and 
copies are available by writing to the 
Commission, Washington 25. D. C. 
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80% in Equities 


Tri-Continental Corporation. closed- 
end investment company, continues to: 
follow its policy of maintaining com- 
mon stocks at approximately 80% of 
assets, its stockholders were told at the 
annual meeting on April Ist. The ad- 
vanced stage of the business cycle and 
lessened buoyancy of business activity 
warrant some caution in investment pol- 
icy, however, and switches have been 
made to improve the portfolio’s defen- 
sive strength, Chairman Francis F. Ran- 
dolph reported. 
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Investment 


@mos O the 


bill 


Notes on Reports, Analyses or Studies of significant 
current developments in industry and finance, as 
selected by our Contributing Investment Editors 


GOVERNMENT BOND 
MARKET ACTIVATED 


The Treasury Bond market was given 
a shot in the arm on March 24 when 
(1) President Truman announced his 
decision to abolish the Voluntary Credit 
Restraint Committees and thus to per- 
mit States and municipalities to borrow 
for any purpose whatsoever and how- 
ever inflationary, and (2) the Federal 
Reserve Board announced that loans for 
home modernization may now 
cured without the 10°¢ down payment. 
This was evidence that the monetary 
authorities intend to ease credit con- 
trols slowly as and if this becomes ne- 
cessary to retard or halt the buyers’ 
market for goods that is now appearing 
in one industry after another. 


be se- 


Then, on April 7, Treasury deficit 
financing was resumed with the money 
to come not from non-bank investors 
but from the commercial banks, for the 
present. Such financing lays the foun- 
dation for credit inflation later and fits 
in with the above moves although it is 
questionable whether the Federal Re- 
serve approves this type of financing at 
just this time. 

The bond market action immediately 
following the) Truman announcement 
was of more than passing interest. There 
was great uncertainty and some weak- 
ness. Then strength developed and long 
Treasurys rose sharply for a short time. 
Subsequently the gains have been held. 
but long Treasurys now tend to level 
out as if to say that this is high enough. 
that the Federal has no intention yet of 
encouraging large scale debt monetiza- 
tion by the insurance companies and 
savings banks. 

Strength in Treasurys revived the 
municipal bond market, too. Several 
new name offerings have sold well since 
then and a number of dormant accounts 
sold out. And, as in the Treasury mar- 
ket, whereas the tone has improved, the 
extent of rise in prices has been very 
limited—in the case of municipals per- 
haps because any threat of a buyers’ 
market ‘and a change in government 
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in Washington) may carry with it some 
cut in taxes, 


Another factor helpful to municipals 
the postponement of the fourth 
block of Local Housing Authority Bonds 
—Housing Act of 1949—which had 
been scheduled for April 15. The Hous- 
ing appropriation bill introduced in 
Congress contained a provision that the 
government corttribution be withheld 
should a given authority be found to be 
renting space to individuals belonging 
to subversive groups. Informed legal 
opinion holds that such a_ provision 
would apply only to housing issues 
brought out under the Housing Act of 
1949 as thus amended in 1952 and 
would not affect issues already out- 
Act of 1949 not 


was 


standing under the 
amended. 


The postponement of this financing 
earmarked funds for 
ment in the current market and visibly 


released invest- 
helped the flotation of new issues and 
the placing of part of the floating sup- 
ply of old housing bonds. 


As the situation stands in the 


bond market. the outlook depends on 


now 


how soon the Federal Reserve decides 
that a recession of some proportions is 
under way and requires more decisive 
Under the 


present policy, a mild improvement in 


easing of credit controls. 


bend prices over the coming months is 
being invited. Under a more aggressive 
policy, a strong market 


easy money 


would be assured. 


IS GOLD COMING BACK? 


The latest reports for last year indi- 
cate an increasing international, hoard- 
ing-desire for gold. This is quite a signi- 
ficant fact. Gold is again becoming re- 
spectable. People in many foreign coun- 
tries are hoarding gold. That is not new 
historically. Depreciating paper money 
and the fear of it have often driven sav- 
ings into the purchase of gold and other 
tangible forms of wealth. 


The International Monetary Fund re- 
ports that at the end of the following 


periods, the gold holdings of interna. 
tional institutions, central banks. treas. 
uries and other governmental institu. 
tions were: 


TOTAL HOLDINGS (excluding U.S.S.R.) 
(in millions of dollars) 

1947 1948 
$34,550 $34,930 

1949 1950 
$35,410 $35,820 

1951 ¢ 

JUNE SEPT. 

$35,930 $35,995 


The same source estimates the world 
production of gold (excluding U.S.S.R.) 
in millions of U. S. dollars at $850 
(1950), $823 (1949). $791 (1948) and 
$773 (1947). In 1950 it seems that cen- 
tral banks. treasuries 
absorbed 48.2% of the world gold pro- 
duction outside Soviet Russia. 58.3% in 
1949 and 48° in 1948 and based on an 


estimated gold production of $630,000.- 


and _ institutions 


000 from the same countries in the first 


nine months of 1951 the same sources 


f 


absorbed only 27.7‘. 


are correct, then 72.3‘. 


If these figures 

of the world’s 
gold production (outside U.S.S.R.) in 
the first three quarters of 195] was 
purchased by hoarders or industrial 
users as compared with 51.8°° in the 
vear 1950: 41.7% (1949); and 52% 
in 1948. After years of skepticism. gold 
appears to be becoming fashionable 
again. 


Joun H. Lewis & Co. 


“CAPTIVE” MACHINE TOOLS 


Charlies J. Stilwell. president of the 
Warner & Swasey Co., Cleveland, says 
in report to stockholders. “On the basis 
of present trends, the machine-tool in- 
dustry is rapidly becoming a ‘captive’ 
of government. The government dictates 
from whom orders may be taken and 
to whom the finished machines may be 
shipped. The government controls the 
materials that may be. purchased, and 
even specifies the finish of the product. 
The dictates what 
and salaries may be paid. The govern- 


government wages 


ment sets the prices and so decides how 
After the 
profit has been figured, excess-profits 
taxes take their toll. Then, from what 
is left, renegotiation finally determines 
arbitrarily what the company may re- 
tain... 


much profit can be made. 


“Ours is a highly competitive indus- 
try and the foundation of the American 
competitive system. Through engineer- 
ing competition it forces the benefits of 
our great industrial system out into the 
American standard of living. 
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rna- “What will happen to competition if HIGHER INTEREST RATES? 


eas. | the tools of competition are withheld The Treasury reports a successful 
titu- or are built only as directed by govern- aj of its first medium-term marketable 


ment. allocated by es and hond issue since World War II, bearing TRI IST 
owned by government: 23.0% rate. Dated March 1. this is the 


R.) 
“Tax incentives on behalf of modern- longest comm Mar. 15, 39 EY» 
ae bak eae callable in °57) and highest yield se- ERVICES 
ation. plus decontrol of the machine- casi tana tax Gia Maes te aa S 
tool industry, would reverse the present ead site a, ial took 8929 
trend toward concentration in govern- alll a. little wee is 90% of 
ment of ownership of the tools of pro 6 tctel ofieeed. The proceeds will are provided in the 
duction. Privately owned companies, in- apply to retirement of the 10 year 214s ; 
stead of government owned, would buy maturing Marth 15, : 7 State of Washington 
orld the machine tools and keep the produc- Financial spokesmen thought they 
R.) | tive equipment up to date. These pri- aw in this issue a recognition on the through any of our 52 
$850 vately owned plants would be utilized part of the Treasury of a trend towards 
and | for the competitive purposes for which higher interest rates. That trend has conveniently located 
cen- ~ the tools were designed; and, a con- — peen high-lighted by the fact that since 
ions tinuing market thereby assured. the Korea. sixteen countries. including the banking offices... 
pro- machine-tool industry would make cer- United States. have increased their off- 
© in tain its readiness to meet any national cial discount rates. England being a 
nan emergency. notable example. 
O(),- f 3 
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trial INSURANCE CORPORATION 

bo | Beginning with the next issue, TRUSTS AND ESTATES will present 

sold | a unique series of original reports covering the major industries 

able in which institutional funds are invested. ac 


Written by the leading Trade Editors and consultants in the 


Co. respective fields, these studies will analyze the dynamic forces COMPLETE TRUST SERVICES 


affecting the following Industries 


' Chemicals & Drugs Mercantile Executor 

the Construction Minerals & Metals Administrator Guardian 
says Foods Rubber . Treetee 
asin Fuels & Power Textiles De 

a Home Furnishings Transportation TESTAMENTARY TRUSTS 
tive’ Machinery Utilities VOLUNTARY TRUSTS 
ates The impact of social, political and economic forces, as well as INSURANCE TRUSTS 

= technological and competitive developments, is increasing in Custodian Escrow Agent 
j we t to such a d i , : 

“a tempo to such a degree that only by constant adaptation of Investment Advisory Service 

investment policies to underlying trends can potential losses be 

= avoided or advances made. Trustee 

uct. i 
ages Because the editors of the foremost business journals are in an 2 CORPORATE TRUSTS 
erm- exceptiona: position to know the best sources of information, PENSION TRUSTS 
how the relative importance of new developments, and the effects of Transfer Agent Registrar 
the laws, technological advances, competitive products or methods, aoe 
ofits they are able to make a most objective appraisal of their own Reorganization Agent 
vhat industry. The same is true of the leading consultants, and we Depositary 
nes take pleasure in announcing that this most practical series will 

- be introduced with a study of the THE 

TRANSPORTATION INDUSTRY PUBLIC NATIONAL BANK 

a by James Lyne, Editor of RAILWAY AGE and President of AND TRUST COMPANY OF NEW YORK 
we Simmons-Boardman Publishing Corp., in collaboration with ESTABLISHED 1908 
a William Schmidt, Western Editor of this outstanding magazine Main Office: 37 Broad Street 
S - ~ MEMBER...Federal Reserve System + Federal Deposit 
the of the transportation field. Insurance Corp. » New York Clearing House Assn. 
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THE BATTLE FOR 
SOUND MONEY 


5 be SO-CALLED PATMAN CONGRESSIONAL COMMITTEE. 
officially the Sub-Committee on General Credit Control 
and Debt Management, has been dealing with a subject of 
critical importance to every citizen: How should the fiscal 
and credit authorities of the Federal Government mesh their 
activities so as to keep the economy on an even keel and 
maintain the dollar as a stable, sound currency. The princi- 
pal agencies concerned, the Treasury Department and the 
Federal Reserve System, seek the same objective, but their 
more immediate objectives are often in conflict. 


Allan Sproul, president of the Federal Reserve Bank of 
New York, highlighted the urgent need for sound policies 
when he said recently in the Bank’s 37th Annual Report: 
“While the defense program continues to expand, there will 
be an ever present risk of inflation.” Mr. Sproul intimated 
doubt of the adequacy of existing fiscal and monetary con- 
trols to hold back the inflationary tide. as it “seems certain” 
that the 1953 fiscal year budget would show a “substantial 
deficit” which he estimated at about $10 billion. 


For more than a decade prior to March of last year the 
Federal Reserve authorities were not in a position to use 
effectively their traditional weapons to regulate the volume 
of bank credit. This was due to wartime arrangements 
whereby government bond prices were pegged at par or 
better, and the cheap money policy was frozen at rates which 
were not allowed to change. Since the “full accord” agree- 
ment was made with the Treasury a year ago. when govern- 
ment bonds were “unpegged.” the Federal Reserve has had 
a freer hand to exercise controls, but it appears from Mr. 
Sproul’s report that he is not satisfied either with the degree 
of liberty of action that was made possible or with the 
success obtained. The Federal Reserve Board has had to 
play along with the Treasury which is primarily concerned 
with the problem of debt management. involving successful 
refunding of maturing obligations, borrowing new money 
to cover deficit financing. and keeping down the interest 
cost to a minimum. 


The controversy has revolved around the question of the 
merits of monetary controls in stabilizing the economy, and 
how their effec- ; 
tiveness compares 
with direct con- 
trols over prices, 
wages and _ pro- 
duction. The pow- 
ers and wole of 
the Federal Re- 
serve Board are 
also being ques- 
tioned. 

While 
tary and credit 
controls often ap- 
pear to give slow- 
er or disappoint- 
ing results, it 
would be a mis- 
take to discount 
them too heavily. 


mone- 





Long in Minneapolis Tribune 
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Often they are belittled because their workings and influ- 
ence are not understood. The skeptics may argue in favor 
of direct price and wage controls, but having been ob- 
served in operation, they leave much to be desired. On the 
other hand, a shrinkage in the supply of credit (with or 
without an increase in the interest rate) can be very effec- 
tive in reducing inflationary pressures, and through credit 
control, this can be brought about with infinitely less work 
and confusion than the more obvious direct controls op. 
erated by an army of government employees. Adherents to 
the cheap money policy point out that the rise in interest 
rates, outcome of the change in monetary policies of a 
year ago, has cost the government (the taxpayer) about 
14% in additional interest on all new borrowings. They 
overlook the fact that the part of the 
essential mechanism of central bank control over the volume 
of money and credit made available in one way or another 
for spending. 


interest rate is 


Under existing legislation the Federal Reserve Board is 
an independent agency of government. accountable to Con- 
gress and not subject to the direction of the Treasury or 
the President. It should remain that way. Its functions are 
vitally important and any change which would weaken its 
authority, or tend to centralize still further the powers of 
government in the executive branch. would not be in the 
best interests of the nation. 


FORUMS 
(Continued from page 242) 


for the hospitality and helpfulness of the bank’s official 
family. facilities and friends. There is opportunity to correct 
delusions or prejudices. to get acquaimed on a mutual inter- 
est basis. and to open up to neighbors new ideas about the 
services a trust institution can give to advantage. 


Beyond this is the elemental. and generally overlooked, 
point of the entire operation: the Personal Satisfaction 
factor. Not that Finance Forums should advertise as the 
main topic. “How to Have Fun though Wealthy,” but an 
analysis or even listing of the program contents from all 
parts of the country shows concentration on the material- 
istic or mechanics phases of property. The over-emphasis 
on Estate Taxes is particularly misleading: they do not loom 
as large to most prospects as do other considerations, and 
are only one function in the issue of how best to use one’s 
assets, beginning now. Instead of confining discussion to 
the Financial side of Investment. Life Insurance, Wills, Real 
Estate. Taxes, etc., it might be to the point to look at these 
subjects as tools for the achievement of Human interests 
and objectives. 


If the objective of a Forum series is to display clearly 
the Human values of trusteeship or estate planning, truly 
to help people enjoy their money—both in the saving and 
the spending—it should never lack for an appreciative audi- 
ence, for the arts of Saving and Spending are much neg- 
lected, though they have the greatest intrinsic interest to 
rich and poor alike. If the Forum is conceived and planned 
as a civic service, to help people to a better realization of 
the potentialities of their property, then the Forum can 
be a perennial success and create a bond of common interest 
between bank and community. 
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flu- NET INCOME OF LEADING CORPORATIONS 1950-1951 
vor (In thousands of dollars) Earnings Confirmed 
ob- ff Reported Net In A limi r os 5 

- A preliminary summary of 195] 

: No. of Industrial come After Taxes Per Cent | : - ; : 
the Cos. Groups 1950 1951 Changet corporation earnings compared with 

| tune SUaTeTEERncaensien item rma 1950, covering the operations of 2,195 
a“ 14 Se : ong $ pry te: —— companies as compiled by the National 
edit 19 a EEE schubisnsinensneniees we 8.066 o6.006 re City Bank of New York’s Monthly Bank 
; — sesideiseipilaatii ; ‘ ; ae . nipped elgg 
ork 78 Other food products... 265,919 214.017 —20 Letter. indicated a wide variation in in- 
Op- 18 Soft IY sisnsnscaicoiicctiatetiisisinsie me 42.400 $5,967 —16 dustry performance (page 182, March 
: 5 WII, sccccomssictinnsccirncaemmmmactaes oom , ° _ Ter. Ts - 
_ eS apimeesercnsoensciien mer 148,864 121,009 —19 P.&E.). With the 1951 results of 3,409 
rest 23 Tobacco products W.---_ 148,397 118,479 —20 corporations now available, as shown in 
f 87 C 92,968 9 
. 2. IN TINIE enccncicnasioncmtnmionn ai ° 2,872 _—.. ? ; . ” 
il 14 Silk and rayon. a 108,539 70,272 —86 the bank's April Letter, further confirm 
: : Woolen — SW vse 15.252 16.871 +11 ation of the previous conclusions ap- 
ey osiery, knitted goods .... slice 24,789 16,344 —34 s 
“. | 11 Carpets, floor coverings... 89,728 11,408 —T1 pears, namely, a generally larger volume 
1e 89 Other textile products cco 115,428 96,655 —16 of sales, offset by higher operating costs 
ime = og = a pg pn —25 and sharply higher taxes. with conse- 
her Bene Senate, Sree eeonereonane ——s — quent lowered net profit margin. The 
28 Tires, rubber products ....—... 163,016 182,956 +12 on ; 

: . tea eee 96,083 99,023 +8 additional returns have in some cases 
dis | 15 Furniture, wood products Pas 4 aa —15 altered the percentage performances of 
: 86 P d allied iota 20,736 34,217 4 a ie : 6 . 

"a, 43 elms — aan 95.304 +7 certain industries, as a comparison of 
“i ethan. 143,574 636,819 —14 the adjoining revised table will show. 
are 19 Drugs and medicines... 99,950 97,749 —2 ~ & & 
: : 18 Soap, cosmetics, etc... 95,148 16,445 —20 
| its 19 Paint and varnish ........ ; 67,188 67,219 —15 ce . ° 9 
wal 91 Petroleum prod. & refining. ‘1,876,160 «2,262,028» +21 Registration Fees” Protested 
wa 27 Cement —e sdiakiciiiienicania Bn om -¥ A protest against the proposed im- 
12 rlass pro ucts eee es a Ee ‘ed = ‘ : 
46 Other stone, clay products... 144,831 127,399 —12 position of registration fees by the Se- 
63 Iron and steele 784,218 689,379 —12 curities and Exchange Commission upon 

10 Agricultural implements =e 193,246 161,022 —17 nYV ies was lo by 

77 Building, heat., plumb. equip.- 152,193 128,285 —16 ee ee dged by 

74 Electrical equip., radio < & tv. 490.286 403,438 rg representatives of the National Associa- 

i 48 Hardware and tools ..n-ccccvccsseneue ,22 ,56 . ‘ ae 4 

41 Household appliances ........—- 101,011 64,079 —87 tion of Investment Companies in a hear 

' 165 Machinery ..-.-—-encem-m aiciaalle 221,676 248,439 +12 ing before the Commission on March 

| 29 Office equipment | sip uscidmmaiaiani 108,622 106,228 —2 31s 

39 Nonferrous metals 0.0 " 865,534 367,150 om otst. 
i 114 Other metal products ..........—... 223,539 219,795 —2 

sal 22 Autos and trucks... 1,051,043 636,147 —39 
a | 66 Automobile parts -.2.mrocnnnnnn 249,510 193,342 —23 ce ] p , . 
rect | 25 Railway equipment —.—..... — 58,560 81,798 +40 

ee 29 Aircraft and perts____ 84,585 57.560 —82 Critica oint in 
wiggle) 6 Shipbuilding 2. nanemnme D- 451 8,681 +... “ 

the ' 63 Mise. manufacturing —.— —.—— 144,167 122,343 —15 Pension Fund 

i 1,763 Total manufacturing . ee 9,487,129 8,711,135 — 8s a 

‘ So Ce AE <item 62,032 62,388 +1 
ked. 31 Metal mining -¢W.———--- a 82,493 96,249 +17 Operation 

; 11 Other mining, quarrying -c...... 41,052 40,187 —2 
tion —73 Total mining, quarrying... 185,677 198,824 +7 There are few stiffer challenges to 
the 23. Chains—food ...... owe 74,772 68,254 —22 financial management’ than the ad- 
; 55 Chain stores—variety, “ete... 152,664 130,845 —14 ministration of pension fund re- 
= 62 Department and specialty .......- 174,710 140,720 —19 sources. Such investments must at all 
all 7 Mail order ~~~ — 223,970 171,682 —23 costs be kept safe and sufficiently 
rial- 60 Wholesale & miscellancous ....... __89.836 __— 95,532 + 26 liquid to meet oncoming obliga- 
= 197 Total trade ......... eococeseenes sesnsscnesensenscssoaesssseee 715,961 597,033 —17 tions. Yet they muét also produce a 
asis 181 Class 1 railroads 9d eccccncnnnenms 783,284 698,057 —12 satisfactory income, otherwise a 
yom 87 Traction and DUS... am-—--— 13,200 18,607 +41 heavy burden of cost is placed upon 
15 Shipping... ae nen 24,210 83,503 +38 both the company and the benefi- 
and ey ae ee 39,387 54,608 +39 ciaries of the fund 
ne’s 49 Misc. transportation ...—......— 22,619 21,139 —7 d . 

; 253 Total transportation ..-.--— mene 882,700 820,914 —7 Corporation executives responsible 
eer 244 Electric power, ras, etc. -d—_—. 943,718 952,949 +1 for the management of effective 
teal 60 Telephone and telegraph -d..... 891,277 406,013 +4 pension fund programs will find 
1ese 804 Total public utilities... 1,334,995 1,358,962 +2 our experience in handling such 
ae 16 Amusements . dijatilisin 82,023 80,209 — 6 problems helpful — close, 
— 89 Restaurant and hotel. rmen 12,238 9,683 —21 continuing contact with the mar- 

81 Other business services -.............. peg 47,523 +7 kets of concrete value. 

— eS gl gl 86 oan We invite inquiry from such com- 
arly 105 Total amusements, | services, etc. 108,977 106,272 —2 panies, and will gladly assist them 
i 304 Commercial banks -e............... sala 501,642 510,421 + 2 in setting up plans designed to 
ruly 66 Fire & casualty insurance -e.... 143,630 120,388  —16 a et tee cee 
and 181 Investment companies -e.......... 252,936 250,731 —1 pa oe ical saan 

: 66 Sales finance companies ............ ‘ 139,972 144,878 + 4 unjustined risx 0 Pp s Se 
udi- 97 Real estate companies... cnn 22,012 19,396 —12 
1eg- T14 Total $m ance ecneeennennnenrnmnmane 1,060,192 ~ 1,045,809 —1 VAN ALSTYNE, 
to 3,409 Gram total) ncccccereerssemensnsesresnseemmomessnes $13,775,521 $12,8 838,94 949 —7 
; ch crinaoenee bones ees NOEL & CO. 

e—-Net income is anata before depletion charges in some cases. d—Due to the ‘ ss 
} of large proportion of capital investment in the form of funded debt, rate of return on Members New York Stock Exchange 
total property investment would be lower than that shown on net assets only. e—Fig- New York Curb Exchange 
can ures represent in most cases operating earnings only, excluding capital gains or losses = 7 a4 e . 
rest on investments. 52 Wait Street, NEw York 5 
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Panel on Fiduciary Taxation 


INSURANCE ASPECTS of MARITAL DEDUCTION 


J. LEONARD LYONS 


Member of California State Bar; Beverly Hills, California 


HE REGULATIONS! AND CODE PROVI- 
Yoana relating to marital deduction 
are generally applicable to proceeds un- 
der an insurance contract. Accordingly, 
recourse must first be had to the basic 
requirements of the marital deduction 
provisions applicable to property inter- 
ests generally. 


For the marital deduction to apply. 
property, including insurance proceeds 
with respect to which the deduction is 
sought, must be includible in the gross 
estate of the decedent. Such proceeds 
are includible if the decedent at time 
of death possessed any incident of own- 
ership in the policy and to the extent 
that he has paid directly or indirectly 
the premiums on such policy.” If pre- 
miums were paid with separate prop- 
erty,> or with community property ac- 
quired by the spouses at a time when 
the wife had no vested interest but mere- 
ly an expectancy,* which for these pur- 
poses will be designated as separate 
property, the entire proceeds are in- 
cludible in the insured’s estate, if the 
conditions in the previous sentence are 
met and the marital deduction is avail- 


able. 


If, however, the premiums were paid 
with community funds acquired at a 
time when W had a vested interest. or if 
the incident of ownership is of a like 
community charaeter, only one-half of 
the proceeds are includible in the in- 
sured’s estate and the marital deduction 
does not apply. Where premiums are 
paid partly with community funds ac- 
quired at a time when W had a vested 
interest and partly with separate prop- 
erty, the proceeds are treated as sepa- 
rate property, available for the marital 
deduction in the same proportion that 
the premiums paid from separate prop- 
erty bears to the total premiums paid 


‘Regs. 105, Sec. 81.47. Statements herein based 
on this section are not otherwise identified. 

2Reg. 105, Sec. 81.27(a), as amended by T.D. 
5699, May 13, 1949. 

8California Civil Code, Sections 163 and 164. 

‘In California after the 1927 amendment, as Sec- 
tion 161(a), to the Civil Code, W had a vested in- 
terest. Wissner v. Wissner (1949 89 C.A. (2) 759, 
765, 201 P. (2) 837. Prior thereto W. had merely 
a non-vested or an “expectant” right. Stewart v. 
Stewart (1926) 199 C. 318, 249 P. 197. 
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This article continues the series of an- 
swers, begun in the January issue, to 
questions submitted to the Panel on 


Fiduciary Taxes, sponsored last year by 
Title Insurance & Trust Co. of Los An- 
geles. The material has been brought up 
to date. 





from all sources. Thus, in an insurance 
contract of $100,000, if the decedent 
paid from his separate property one- 
fifth of the premiums paid, $20,000 of 
the proceeds would be available for the 
marital deduction.® 


For the purposes of these remarks, it 
will be assumed that the premiums were 
paid with separate funds or from com- 
munity acquired at a time at which 
W had merely an expectant interest and 
that the entire proceeds of the insurance 
contract are includible in the estate of 
the decedent insured, who died on or 
after January 1, 1948, a resident or 
citizen of the United States. It will also 
be assumed that H is the insured, that 
he died leaving surviving W, who was 
the beneficiary of insurance upon his 


life. 
Lump Sum Payments 


Where proceeds of insurance are pay- 
able in a lump sum to the estate of 
the insured, they are treated as any 
other type of property and go according 
to the laws of inheritance. If there be 
no will, the interest which passes by 
the laws of succession qualifies for 
the marital deduction.* If the proceeds 
are bequeathed by will to W in a lump 
sum, or if the proceeds are left in trust 
with the income payable to W_ with 
power of appointment, the proceeds in 
both cases qualify for the marital de- 
duction if the provisions in the will are 
in conformity with the statutory re- 
quirements.‘ 

Where, however, the proceeds are 
payable to the surviving spouse, the 


‘See Section 81.47d(b) for special rules in cases 
involving community property. 

*I.R.C. 812(e) (3) (C); Sec. 81.46a(b). 

7LR.C. 812(e) (3) (A), 812(e)(1)(A) and 812 
(e) (1) (F). 


availability of the marital deduction de- 
pends upon the terms of the insurance 
contract. If payable in a lump sum the 
proceeds are specifically designated in 
the Regulations and the Code as an in. 
terest which passes and which qualifies 
for the marital deduction. Such lump 
be made to be de- 
pendent upon W = surviving H’s death 
by six months. or upon W surviving a 


sum payment may 


common disaster resulting in the death 
of H.> Under the Uniform Simultaneous 
Death Act adopted in many states, it is 
presumed that the insured survives the 
beneficiary in a situation where there is 
no proof that the parties died other- 
Under the 


Regulations where the order of death 


wise than simultaneously. 


cannot be established. a presumption 
either according to local statute. or in 
the insurance policy. will be recognized 
as satisfying the requirement that W 
survived H insured. provided and to the 
extent that it gives to W an_ interest 
which would be includible in her gross 
estate upon death. Thus, it may be de- 
sirable in some situations to provide 
in the insurance policy a presumption 
that W survived the insured. 


Settlement Options 


Unlike lump sum payments, the settle- 
ment the 
question of the terminable interest rule. 
A terminable interest is defined® as an 
interest which passes or has passed to 
W which fail or terminate upon 
the occurrence or the non-occurrence 
of a future event or contingency. Such 
a terminable interest is disqualified for 
the marital deduction if at the end of 
interest 


options immediately raise 


will 


such terminable period such 
passes without consideration to any per- 
son other than W or her estate in such 
that or his 


estate may possess or enjoy any part of 


a way such other person 
such interest. 

If the interest is exhausted at the end 
of the terminable period, there is of 
course no intereset which can pass to 
another. For example, where all the pro- 
ceeds are made payable to W for a 


“ILR.C. 812(e) (1) (D). 
*I.R.C. 812(e) (1) (B). 
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period of years or during life in amounts 
so that no remainder is due at her 
death. the interest W and 
qualifies for the marital deduction.'® 
The same is true in case of a survivor- 
ship annuity contract where the contract 
provides for no refund upon the death 
of the survivor of H and W. Likewise. 
if the proceeds at W’s death may not be 
exhausted but provision is made for 
payment of any undistributed portion 
to W’s estate, the interest passes to no 
person other than W or her estate and 
it thus qualifies for the marital deduc- 


passes to 


tion, 

\n interest may pass to W so as to 
qualify for the marital deduction even 
though there is an intervening termin- 
able interest. For example. H may pro- 
vide for interest or installment payments 
to be made to the son for a term of 
vears at the end of which time payments 
are to be made to W for life with any 
unconsumed balance payable to W’s 
estate. In that situation the value of W’s 
remainder interest qualifies for the mar- 
ital deduction. 

Where, however, the payments to W 
may not exhaust the proceeds and there 
is no provision that the unconsumed bal- 
ance is to be paid to W’s estate. the 
insurance proceeds do not qualify for 
Her terminable 
interest, however. may be made to qual- 


the marital deduction. 
ify as an interest passing to W by giv- 
ing her a power of appointment and by 
complying with the other conditions 
prescribed in Section 812(e)(1)(G) of 
the Code. Compliance with these con- 
ditions will cause the unconsumed por- 
tion of the proceeds to be includible 
in W’s taxable estate. 

Bl2eh (1) 1G) 


applies only to proceeds held by the 


Inasmuch as Section 


insurer at H’s death and with respect to 
which the marital deduction is sought, 
the conditions of that section are not 


‘I.R.C. 812(e) (3) (G). 


applicable to any payments made by the 
insurer prior to H’s death as. for ex- 
ample, an annuity which matured prior 
to H’s death. 


Compliance with Conditions 


The insurance proceeds may be par- 
titioned in such a way that only one part 
may qualify for the marital deduction 
by compliance with the conditions of 
Section 812(e) (1) (G), with the other 
part failing to comply with such condi- 
tions. That section, containing five con- 
diticns or requirements, closely parallels 
the requirements for qualification of 
property left in trust under subsection 
(F). 

Conditions 1 and 2 are that the pro- 
ceeds must be held by the insurer sub- 
ject to an agreement either to pay the 
proceeds in installments or to pay in- 
terest thereon, with all such amounts 
payable to W alone during her lifetime; 
and that such amounts must be payable 
annually or more frequently, commenc- 
ing not later than 13 months after H’s 
death. These two conditions are satisfied 
if: 

(1) Compliance with certain formal- 
ities required by the insurer, such as the 
furnishing of proof of death, prevents 
the first payment being made until after 
the expiration of the 13 month period 
following H’s death; 

(2) The interest on the proceeds is 
made payable for a term of years, if 
payable at annually, following 
which the proceeds may be paid in in- 
stallments, likewise payable at least an- 
nually ; 


least 


(3) W elects not to exercise her right 
and permits the insurer to accumulate 
the installment or the interest payments, 
as the case may be, provided she has 
the right to such installments or inter- 
est payments least an- 
nually. 


exercisable at 


Applying the provisions relating to 


VIRGINIA TRUST COMPANY is the first and 
oldest institution in Virginia authorized by 
charter to conduct a fiduciary business, and has 
served continuously for fifty-nine years in the 
capacity of Executor, Administrator, Guardian 
and Trustee. 
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trusts. a spendthrift clause also will 
not violate the conditions. 


Conditions 3, 4 and 5 are that W 
must have the power exercisable in 
favor of herself or of her estate to ap- 
point all amounts held by the insurer; 
that the power must be exercisable by 
her alone and must be exercisable in all 
events, and that no person other than W 
can have the power to appoint any part 
of the proceeds, The principal function 
of these conditions is to subject the pro- 
ceeds to either a gift tax or an estate 
tax upon its transfer by W.1! It is not 
necessary to use the phrase “power to 
appoint;” the phrase “right of with- 
drawal” or the “right to direct pay- 
ment” is sufficient. 


The requirements applicable to pow- 
ers of appointment over property left 
in trust are applicable to the foregoing 
conditions. Thus, the requirement that 
the power must be “exercisable in all 
events” is met only if the power is in 
existence immediately following H’s 
death. Mere formal requirements by the 
insurer, such as furnishing proof of 
death will not, however, disqualify the 
settlement option under the above con- 
ditions if the power is otherwise exer- 
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cisable by W immediately following H’s 
death. 

If, however, the exercise of the power 
is conditioned upon submission of proof 
of death by W to the insurer, there can 
be no exercise of the power during the 
period from the death of H to the time 
of submission of such proof. The power 
is therefore not exercisable in all events 
under condition 4 and the marital de- 
duction fails. However, should the pol- 
icy itself provide a power of appoint- 
ment over the proceeds in W, the mari- 
tal deduction would not then fail even 
though W deceased prior to submission 
of such proof. 


On September 14, 1951, T. D. 5857 
amended Section 81.47a(c) and pro- 
vided that a provision in the policy that 
W does not take unless she survives H 
by a period of six months or that she 
would not take if she dies as a result 
of injuries received in a common dis- 
aster also resulting in H’s death is not 
disqualified under the foregoing condi- 
tions if she in fact survives. 

The requirement of Condition 3 that 
W must have power to appoint all 
amounts held by the insurer to herself 
or to her estate is satisfied if W has 
the unqualified right to appoint or to 
direct payment of the amounts held at 
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the date of her death and the power 
need not extend to the installments or 
interest which will be paid to W during 
her life by the insurer. Thus if Condi- 
tions 1] and 2 are met. it is not necessary 
that W be given the power to withdraw 
the entire proceeds if she is given the 
power to direct payment of the uncon- 
sumed portion of the proceeds at her 


death. 
Disclaimer 


The Regulations specifically provide 
for the use of disclaimers of the proceeds 
of insurance. The effect of a disclaimer 
upon the marital deduction may be il- 
lustrated as follows: H names W as 
beneficiary, and his son as secondary 
beneficiary. The disclaimer by W in 
favor of the son defeats the marital de- 
duction because the interest is consid- 
ered as not passing to W. The opposite. 
however, is not true. For example, if 
the son is the beneficiary and W is the 
secondary beneficiary, a disclaimer by 
the son in favor of W does not effect an 
interest which passes to W and thus the 
marital deduction likewise fails. 

If. however, W accepts dominion over 
the proceeds, as, for example, by direct- 
ing the insurer to retain them and to 
pay interest to her for life and upon 
death to pay the principal to-a person 
to be designated by her, the proceeds 
are considered as passing to W to qual- 
ify for the marital deduction. In such 
case, the amount of the principal will 
be taxed in W’s estate under I.R.C. 
Section 8ll(c). 


Suggestions 


1. Since the amendment of September 
14. 1951. supra, the power of appoint- 
ment may. without disqualifying the 
marital deduction, also be made con- 
ditioned upon W surviving H for six 
months or upon W surviving a com- 
mon disaster resulting in H’s death if 
she, in fact. survives. 


2. If the marital deduction is desired 
and H desires the interest or install. 
ment payments be made to W during her 
life, but does not want the portion of 
the proceeds unconsumed at the time 
of W’s death to go to her estate, H may 
secure some slight control over such 
unconsumed portion by providing that 
it shall go to the son, subject, however. 
to a power of appointment in W. If W 
respects H’s wishes and does not choose 
to exercise the power, the unconsumed 
portion will be taxable in her estate, 
though the proceeds will pass directly 
to the son. | 

3. The principal advantage of the in- 
stallment payment plan is the income 
tax benefit. Although such installments 
represent part proceeds and part inter- 
est. the entire amount is exempt from 
income tax, though this advantage may 
be soon changed by Congress. If, how- 
ever, the income plan is used, the en- 
tire amount of interest is taxable. An- 
other advantage is the elimination of 
cost of administration and fees. 

4. The advantage of adopting the 
trust procedure. by having the proceeds 
payable to the estate so as to qualify 
for marital deduction. is that provision 
can be made in the will for the invasion 
of corpus for the benefit of W in case 
of necessity, and it also provides greater 
flexibility in the management and the 
investment of the proceeds comprising 
the trust fund. The investment policy of 
the trustee might be conducive to a 
higher rate of return to W, as being 
more responsive to the rising tide of 
inflation. 

A A A 


Regional Trust Meetings 
for New York 


\ series of meetings to foster a better 
understanding of legislative matters 
will be held during April and May by 
members of the Trust Division, New 
York State Bankers Association. 
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An Outsider’s View of 


Compensation for Trustmen 


M. D. CONKLIN 


Tax Consultant, The Champion Paper and Fibre Company, Hamilton, Ohio 


66] S THE FOUNDATION OF TRUST BUSI- 

| NEss sufficiently strong to support 
its structure indefinitely?” Anyone who 
read Harry M. Bardt’s talk “What Price 
Trust Service” in the February issue of 
Trusts AND Estates, could draw only 
one conclusion—the former A.B.A. 
Trust Division’s president is gravely 
concerned over this question. I share 
Mr. Bardt’s concern but | do not agree 
completely with his diagnosis of what 
is basically wrong with the business- 
inadequate fees. Consequently, my pre- 
scription of what is necessary to get 
the patient well is somewhat different 
from what he prescribed. 

My concern about the trust business 
is due to the fact that in my estate 
planning work I am recommending the 
use of trust services daily. I have helped 
place over $45 million of trust new 
business on the books of some 25 trust 
companies in 15 states in the past three 
years, from New York to San Francisco, 
and from Detroit to Houston. | would 
estimate that there is still in excess of 
$150 million on the books of trust com- 
panies remaining from business which 
I sold from 1933 through 1948, during 
which time I was a life underwriter, 
then trust officer. Last but not least, 
the trust department of my bank is, and 
has been for over 15 years, named as 
executor and trustee under my estate 
plan. 

While I am completely sold on using 
the services offered by well managed 
trust companies, I am just as completely 
sold on the fact that the trust business 
must earn a fair profit. Without it, se- 
curity for the employees both now and 
for the future is non-existent; and with- 
out a feeling of security, their services 
to the public sooner or later will start 
slipping. 

A profitable operation is a source of 
pride and gratification to everyone em- 
ployed by or connected with the organ- 
ization. It is positive proof that they are 
doing a good job and that their leaders 


From address at Indiana Trust Conference, 
March 25, 1952. 
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are alert and progressive: that the busi- 
ness is building securely on the founda- 
tion of successful and satisfactory ser- 
vice to the public. 


Fault Lies with Management 


It is very evident that there must be 
something wrong according to Gilbert 
T. Stephenson with management. when 
less than 10‘< of the trust departments 
are operating profitably. This would be 
just as true if the percentage were 60‘. 
The only reason the doors of an alarm- 
ingly large percentage of the trust de- 
partments are still open is because these 
departments are being subsidized by the 
commercial departments of their banks. 
As I see it, the government is subsidizing 
the trust departments of commercial 
banks by permitting them to deduct 
trust department losses from commercial 
profits, before computing taxes. 

For the past three years I have been 
on the customer’s and prospect's side 
of the desk. On many occasions they 
have told me why they are gun-shy 
about placing their estate and family’s 
future in the hands of trust institutions. 
While some of their reasons and fears 
are not well founded, in many instances 
they do have justification for being 
cautious. 

There are dozens of trustmen I know 
over the country who are going around 
with anvils on their backs. They know 
what to do to get their departments on 
the right track to a profitable operation. 
But top management says, No!! It would 
upset the salary scale etc., in the com- 
mercial department. Almost without ex- 
ception, the trust departments operating 
at a satisfactory profit have a president 
who is vitally interested in the depart- 
ment or who had the vision to have 
hired a top trustman to run the depart- 
ment, and | mean run it. 

As an example of the latter, I mention 
E. S. Patterson of The First National 
Bank of Akron, Ohio. He left General 
Electric to accept the job, with one 
reservation: that he could apply tested 
business principles to banking. He is 


_tions conscious. Why 


proving that team work pays big divi- 
dends in banking the same as in any 
field. It would pay any bank 
president problems in_ his 
commercial or trust department to take 
a trip to Akron and just walk around 


other 


who has 


Ned's bank. Everybody has a smile on 
his face. Everybody is business 


is public 


new 


conscious. Everybody rela- 
not? They get 
paid for production and ideas. They 
have a_ profit-sharing plan which is 
geared to new business. not seniority. 
An assistant vice-president can earn 
more than a vice-president: in fact. it 


happened last year. 
Worthy of His Hire 


| blame top management for the dil- 
emma the trust business finds itself. in 
today. Management has taken and, gen- 
erally speaking. is taking a narrow and 
selfish view as to the means of achiev- 
ing a profitable operation. It cannot be 
tight-fisted. close-to-the-belt 
policies in today’s business world. Man- 


done by 


agement must have vision, show liberal- 
ity in the pay envelopes, show generous 
and sincere regard for the welfare of 
the employees, the customers and _ the 
community. All of these things seem 
to have paid off in a big way for the 
trust departments operating profitably. 


I am convinced that top management 
does not really appreciate the qualifica- 
tions for good trust administrator or 
The 
senses it many times. In fact, that is the 
principal hesitant 
about turning their financial affairs over 
are afraid 


new business salesman. prospect 


reason people are 
to trust companies. They 
their families will not be handled with 
due consideration. | do not want an 
assistant trust officer. earning $300 to 
$400 per month, making the decision 
as to whether or not Mrs. Conklin can 
have $500 principal in order that she 
may spend two or three weeks in 
Florida. | am fearful he might be in 
a bad humor that particular day, due 
to a heated argument with his wife at 
breakfast about whether or not they 
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could afford to send their little girl to 
Girl Scout Camp next summer. Frankly, 
| want my trust with a company which 
is operating at a satisfactory profit. If 
it is not, sooner or later Mrs. Conklin 
is going to be affected. 


Avoid Short Cuts 


In his talk on “Statements to Benefi- 
ciaries,” before the Mid Winter Trust 
Conference in February, Thomas H. 
Beacom gave a fine example of what I 
mean. He pointed out that the state- 
ments are difficult to prepare in an un- 
derstandable manner. If there is an at- 
tempt to economize and save operations, 
service to beneficiaries inadvertently is 
curtailed. At best, | know of nothing 
colder and harder to understand than 
a monthly statement of a trust account. 
These indicate that 
banks are at times cold and impersonal. 
| would spending 
on statements, instead of look- 


statements alone 


recommend more 
money 
ing for short cuts to prepare them at a 
The generally 
speaking, would be glad to pay extra 


savings. beneficiaries, 
for the improved service. 
Another example: Within the last 
month I had lunch with the head of the 
trust department of one of the metro- 
politan banks who told me he was try- 
ing to hire a new business man. He 
had interviewed a very personable 
young attorney that morning who was 
interested in getting into estate work. | 
asked him what he would pay. To put 
it mildly, | was shocked almost beyond 
words $400 per 


month. He was just as unhappy and 


when he answered 
discouraged as | was shocked. He knows 
for that figure he can’t expect to put a 
new business man on the street who is 
worth his salt. That man has to live and 
dress well, keep his family presentable, 
carry life 
and no doubt finish paying for his car. 


some insurance protection 
television and automatic washer. It can’t 
$400 per month in the 
metropolitan area; | doubt if it can be 
done any place. Why couldn’t this man 
be offered more? The president of the 
bank sets the salaries. not the head of 
the trust department, and the top start- 
ing salary in the commercial department 
is $400 per month, period. 


be done on 


Fortunately, there are a lot of good 
men in the trust departments throughout 
the country. In my opinion a sizable 
number are Put 
$100 per month take-home pay in their 
envelopes, give them the feeling that 
management welcomes their ideas and 
suggestions, and you wont know them 
in six months. It is high time to remove 


underpaid. another 
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the blanket from the suppressed talent 
in the trust departments. 


Quality Service Before Fees 


It is probably obvious by now that 
I think quality service has to come be- 
fore increased fees. However, if quality 
service is already being rendered and 
it is known that costs exceed fees, there 
should be no trouble negotiating for 
adequate compensation. A number of 
the trust companies have proven this 
beyond a question of a doubt. Inciden- 
tally. they did not send a boy to ac- 
complish the man size job of renegotia- 
ting their fees. 

I am experiencing very little difficulty 
in selling open fee schedules. It makes 
a lot of sense from everyone’s point of 
view. For instance, The Champion Paper 
and Fibre Company won’t contract now 
to furnish paper 30 years from now 
for a certain figure, no more than the 
president of my bank will contract now 
to lend me money 30 years from now at 
4%. 

An open fee schedule places the trust 
company on a cost-plus basis. In other 
words, if I leave an estate of $100,000 
and Mrs. Conklin takes twice as much 
of the administrative officer’s time as 
Mrs. Jones does with her husband’s 


a 2 
Pe igen , 
——_ f * 


Ir you have customers moving to 
Central or Southern California, we 
would be pleased to provide them with 


com plete Trust service. 
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$100,000 estate. why shouldn't the fees 
be more for handling my trust than for 
his? I see no reason why his trust should 
be overcharged just to take care of 
mine. If the fee is on a cost-plus basis. 
and Mrs. Conklin feels she is being 
charged excessively. one or two things 
will happen; either she will be more 
considerate of the officer’s time, in which 
event her fee would be reduced, or she 
will have to keep paying more. 


My prescription. then. for profitable 
trust service is: 

First—Make a complete analysis and 
survey of the territory and ascertain 
whether or not a satisfactory volume 
of profitable business can be built. That 
would be the first thing the president of 
the bank would want to see if the com- 
mercial departmet were going to lend 
the trust department money to help 
reach a profitable basis. 


Second—lf the report does not just- 
ify the investment of time and money. 
then sell the department to someone 
who is equipped to handle it profitably. 


Third—Providing the report is favor- 
able, apply the same tried and proven 
methods ‘that are being used by any 
successful and progressive service busi- 


ness. 
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LOOK MA--NO FEET / 





From American Trust Co., Charlotte, ad. 





Attention Arresters 
in Trust Ads 


“A phenominal response” is trust offi- 
cer Robert L. Knight’s description of 
results from a two-insertion newspaper 
ad of Ohio Citizens Trust Co., Toledo, 
which offered a booklet entitled “How 
to Plan Your Will” (T.&E., Feb. °52, p. 
126). For a total space cost of $181, 
the bank received, within 16 days, 1400 
individual requests for the booklet— 
1272 by coupon, 2 by telephone, and 
126 by personal calls at the bank. Sev- 
eral booklet readers have since come to 
the bank for financial advice about their 
wills. Of those asking for the booklet, 
38% were women, and a third of the 
total responses came from 108 different 
communities outside Toledo. In addition 
to the individual requests. a number of 
employers asked for copies to distribute 
to their employees and the Economics 
Department head at Heidelberg College 
requested copies for an advanced class. 

A similar response is reported from 
Chicago where City National Bank & 
Trust Co. offered on its TV show a 
trust booklet entitled “Without A Will” 
(T.&E., Feb. ’52, p. 126) and in two 
weeks had received 1658 written re- 
quests, with more coming in each day 
and several hundred people calling at 
the bank in person. 

Among current ads stressing Wills 
is one from American Trust Co., Char- 
lotte, N. C., headed, “Look Ma—No 
Feet!” The allusion is to Procrustes 
who, in the ancient myth, fitted all his 
“guests” to the same bed by stretching 
them or cutting off their feet. The 
illustration shows Procrustes wielding 
the axe, and the text questions if the 
reader’s will is too long or too short a 
“bed” for his present estate. 

A timely approach to executor ser- 
vices was the March 14th appearance 
of an ad by Bankers Trust Co., New 
York, showing a woman at her home 
desk, saying to her husband, “Henry. 
in the Tax Instructions for Form 1040. 
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it says, ‘A distribution in the form of 
shares of stock’. . (etc.) . . What does 
that mean?” The text draws the parallel 
that an executor’s duties are still more 
difficult than income tax problems, and 
hence many with large estates 
give their wives the assistance of an 
experienced trust company as co-execu- 
.. “What a difference Group Action 
with picture of doctors and 
nurses working at the operating table, 
provides the approach to corporate ex- 
ecutor advantages in a Fidelity-Phila- 
delphia Trust Co. ad. . . “Experience or 
Experiment?”, questions Virginia Trust 
Co., Richmond, which “since 1892 .. . 
has safeguarded Virginia estates—long- 
er than any other bank or trust com- 
pany in the State.” A view of a 
folded Will on a table, and the hands 
of the signer putting away his fountain 


men 


tor. 
makes!” 


pen, accompany a Lloyds Bank, London, 
ad beginning, “With the best will in the 
world,” and proceeding to describe 
how an individual executor may be 
prevented from serving by factors that 
do not affect a corporate executor. 
“Take a Good Look at the services 
Your Accountant Offers You” 
Fort Worth National Bank in an ad 


which lists the more important of these 


says 


services, and offers (pictorially) a pair 
of spectacles to assist in the “Good 
Look.” Another ad by the same bank 
seeks to overcome procrastination in 
will-making through the medium of the 
golfer’s’ advice. “Don’t Study Your Putt 
Too Long.” 

“Career Life Underwriters . . . Essen- 


tial to Estate Planning” proclaims 





“Business Butterflies” 
and 


Profit Sharing 


Heading of ad by Chemical Bank & 
Trust Co., New York. 


Peoples First National Bank & Trust 
Co., Pittsburgh, in an ad whose text 
develops the idea of estate planning as 
— 
and 
a picture of a man at home checking 


a cooperative endeavor . 
deed, we talk life insurance. too” 


over his policies—is the opening of an- 
other cooperative ad in which Worcester 
County Trust Co., Worcester, Mass., 
points out that while it does not sell 
life insurance, it does recommend and 


help to review insurance programs. 
“Business Butterflies” and Profit 


Sharing—so starts an ad about retire- 
ment benefit plans in which the “busi- 
butterflies” 
change jobs frequently. Chemical Bank 
& Trust Co., New York. raises important 
questions about profit-sharing and offers 
a booklet, “Profit-Sharing as a Source 
of Retirement Benefits.” 


ness are employees who 


MEN LIKE FORUMS, TOO 


eupaene THE CURRENT EMPHASIS 
ON FORUMS FOR WOMEN, the Ex- 
change National Bank, Jefferson City, 
Mo., conducted in January and Febru- 
ary a series of four meetings under the 
title Finance Survey for Men. These 
Monday evening meetings were attended 
by nearly seven hundred men who were 
so enthusiastic that the bank has an- 
nounced survey meetings for women on 
April 23 and 30. 

Meantime Finance Forums for Women 
continue to win good audiences. Foun- 
tain Trust Co., Covington, Ind., not only 
conducted a forum for 100 women meet- 
ing in the Community Room of the 
county courthouse, but its Kingman 
Branch sponsored a similar series at the 
Kingman school building. In Elkhart, 
Ind., St. Joseph Valley Bank put on a 


five session forum. running through 
March and April, and on April 21st S¢. 
Joseph Bank & Trust Co., South Bend. 


will begin its series of three sessions. 


In the Atlantic seaboard states Stam- 
ford (Conn.) Trust Co. sponsored in 
March its second Women’s Finance 
Forum at the Stamford Women’s Club 
which was the fourth forum sponsored 
by this bank within eighteen months. 
Wachovia Bank & Trust Co. at Char- 
lotte, N. C., put on a three session for- 
um continuing the discussions of last 
vear’s series. On Long Island the sec- 
ond annual Money Workshop for Women 
was scheduled for April 17 with joint 
sponsorship by Meadow Brook National 
Bank, Hempstead, the Woman’s Forum 
of Nassau County, and Hofstra College. 
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WHERE THERE'S A WILL 


MELVILLE ROSS GOODERHAM, president 
of the Manufacturers Life Insurance Co. 
of Toronto, and uncle of Secretary of 
State Dean Acheson, left an estate val- 
ued at $2 276,984. Stocks accounted for 
$1,683,000, government bonds $257,000, 
life insurance $128,000 and cash $79,000. 
Directing his executors and trustees — 
The Canada Permanent Trust Co. of 
Toronto, his son-in-law and his nephew — 
to pay all death taxes out of the estate 
other than shares in the insurance com- 
pany and personal property bequeathed 
to two daughters, Mr. Gooderham set up 
the rest of the estate excepting legacies 
of $38,000 in two equal and _ identical 
trusts for the benefit of his daughters. 


The trustees are to pay them so much 
of the income as they see fit, the power 
to accumulate any unexpended income to 
terminate 21 years after their father’s 
death or at the expiration of any other 
period during which accumulations of 
income are permitted. Upon a daughter’s 
death leaving a husband born during 
Mr. Gooderham’s lifetime, the trustees 
are to pay him so much of the income, 
not exceeding one-quarter thereof, as the 
daughter may direct by will. If the 
daughter dies within ten years of the 
testator’s death or before the youngest 
child of either daughter born during his 
life attains age 21, the trustees are to 
use the income for the maintenance, edu- 
cation and support of such children un- 
til the expiration of the longer of the 
aforementioned periods, at which time 
distribution of principal is to be made. 
Notwithstanding the foregoing provision, 
the daughter may by will direct the pro- 
portions of income and principal distri- 
bution among her children. If the daugh- 
ter survives the distribution period, she 
is given the power to appoint the proper- 
ty among her children, exercisable by a 
after Mr. 


will made either before or 


Gooderham’s death. 


Mr. Gooderham, who was a director of 
the trust company, instructed the trustees 
to retain the insurance company shares 
unless a sale is deemed in the best inter- 
ests of his estate “from a business point 
of view” but not without the written 
consent of his daughters or the survivor 
of them. Because such a decision would 
be of great importance to them, the 
testator strongly urged the daughters 
to obtain the independent advice of some 
experienced banker, insurance company 
officer or lawyer before giving approval. 
This provision “is made in order to 
widen the class of persons” and “implies 
no want of confidence” in the trustees, 
who are authorized to defray the daugh- 
ters’ expenses in obtaining the advice 
and making any investigations. The trus- 
tees are comcomitantly relieved of any 
liability for such retention or for the 
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affairs of the company, whose shares 
are to be voted by a committee of three 
insurance company directors named by 
the testator or the trustees. 


The individual trustees are authorized 
to delegate to the corporate trustee the 
“management of the details and work- 
ing” of the estate, “but not the power 
of sale or the making of investments or 
dealing with the Manufacturers shares 
or the final disposition of the assets.” 


HURLBUT SMITH, president of the L. 
C. Smith-Corona Typewriter Co., one of 
the largest in the world, after declaring 
that he had previously made ample pro- 
vision for his wife “because of my great 
love and affection” for her, left her 
“supplemental” benefits under his will 
consisting of residential and other real 
estate, his personal effects, and the in- 
come from a trust of his residuary 
estate. Another trust — both with The 
Syracuse (N. Y.) Trust Co., also named 
sole executor — is established in the 
amount of $25,000 for a nephew who will 
receive the income and as much of the 
principal as the trustee deems necessary 
or desirable for the personal welfare, 
enjoyment and comfort of the nephew 
and his wife. Mr. Smith requested the 
trustees to bear in mind that the primary 
purpose of the trust is to provide his 
nephew with a secure source of income 
for life, and therefore advancements 
of principal are not to be made to enable 
him to save or invest the same. Prin- 
cipal up to $20,000 at the nephew’s death 
is to be paid over to his wife, any excess 
to be added to the residuary trust. 


Legacies include $10,000 to each of ten 
nieces and nephews, a minister, a church 
and two individuals “in recognition of 
their assistance in handling my personal 
affairs” (another receives $5,000), and 
$37,500 to others persons. The remainder 
on Mrs. Smith’s death is to be disposed 
of as follows: To it will be added the 
amount paid during the testator’s life- 
time and by his estate on a pledge made 
in 1949 to Syracuse University’s Build- 
ing Campaign; three-fifths of that total, 
less the payments already made, will go 
to the University’s endowment fund, the 
income to be used for scholarships. One- 
fifth each passes to a Children’s Center 
and Syracuse Foundation. 


LEON ERROL, long-time stage and mo- 
tion picture actor best known for his 
comedy portrayals of staggering  in- 
ebriates, left an estate estimated at ap- 
proximately $140,000 by the Bank of 
America N. T. & S. A. of Los Angeles, 
named executor and trustee in the will. 
Mr. Errol, a childless widower, made 
small bequests totalling $3,800 to certain 
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relatives and an employee who also re- 
ceives all his personal effects. The residue 
is placed in trust to pay a nephew $200 
monthly and two nieces $100 each, these 
payments to be continued after death to 
their respective issue. Excess income is to 
be divided among the three in propor- 
tion to the stated monthly sums, with 
any deficiency to be made up out of 
capital. The trustee is authorized to ad- 
vance further sums from principal to the 
named beneficiaries if deemed necessary 
for their comfort and support, with max- 
imums of 50, 25 and 25 per cent respec- 
tively. The trust is to terminate on the 
last death of the nephew and the two 
nieces and the principal distributed to 


their issues in those proportions. If 
neither leaves issue, the assets will be 
turned over in equal shares to The 
Lambs Club of New York, Actors Fund 
of America and Motion Picture Country 
House and Hospital. 


GEORGE AVERY WHITE, president of 
State Mutual Life Assurance Co. and 
former president of the Massachusetts 
Bankers Association, bequeathed to his 
wife his entire estate except for a $2,500 
pledge to Williams College. Directing his 
executors — his son and Worcester Coun- 
ty Trust Co. of which he was one-time 
president — to pay all death taxes out 
of the residue, Mr. White declared his 
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You may,be called upon to fa- 
cilitate a real estate deal in IlIli- 
nois. When you are, it is good 
to know that you can secure 
dependable Title protection 
quickly anywhere in the State 
... through Chicago Title and 
Trust Company, its agents and 
representatives. 

A Title Guarantee Policy by 
Chicago Title and Trust Com- 
pany not only guards against 
loss, if the title as guaranteed 
is ever questioned, but also pro- 
tects against the expense and 
serious inconvenience of 
defense of the title. Our fullest 
cooperation in all matters is 
always assured. 


estate consisted principally of life insur- 
ance distributable under the terms of 
the policies. 


THE LARGEST ESTATE in the history of 
Virginia goes largely to charity under 
the will of the late ADOLPH D. WILLIAMs, 
son of the founder of a pioneer tobacco 
firm in Richmond. Approximately $9,000,- 
000 of the $10,146,000 estate passes to 
colleges, hospitals and charitable institu- 
tions, according to the co-executor, First 
& Merchants National Bank, which is 
also named trustee for all the perpetual 
institutional trusts. The major bequests 
are estimated funds of $2,750,000 for the 
University of Richmond, and its T. C. 
Williams Law School, a like sum for the 


Virginia Museum of Fine Arts, and 
$2,250,000 for the Medical College of 
Virginia and its hospital. 

Mr. Williams devised the 1250 acre 


island portion of his farm to the United 
States Department of the Interior for a 
game refuge. Individual bequests to rela- 
tives, friends and employees range up to 
$100,000 for a niece, and total some 
$350,000. 


BERNARD M. CULVER, retired chairman 
of the boards of the American Fore 
Insurance Group, left his home and per- 
sonal effects to his wife who also receives 
the life income from a trust of the 
residue. The remainder passes to their 
son. Mrs. Culver and The Hanover Bank 
of New York were appointed executors 
and trustees. 


JOHN D. WriGHT, founder of the 
Wright Oral School for the Deaf and a 
leading author on teaching children so 
handicapped, placed his entire estate 
other than personal effects in trust to 
pay the income to his wife. Upon her 
death, one-quarter of the remainder goes 
outright to a son and the other three- 
quarters continue in trust for a daughter 
with remainder to her issue. The execu- 
tors-trustees, Mrs. Wright and Bank of 
New York and Fifth Avenue Bank, are 
given discretion to distribute principal 
to the income beneficiaries without re- 
gard to their financial condition or the 
consent of remaindermen whose interests 
are expressly subordinated to the welfare 
of the life tenants — the “primary ob- 
jects of my bounty.” Specifically, doubts 
as to charging or crediting any item 
to principal or income account should be 
resolved in the latter’s favor. Mr. Wright 
directed that both fiduciaries should re- 
ceive full separate commissions as both 
executor and trustee. 


A a & 


JULES E. BRULATOUR, film executive, 
left a gross estate of $2,172 693 at his 
death in 1946, a recent New York trans- 
fer tax appraisal reveals. His widow, 
Hope Hampton, is receiving the life in- 
come from a trust of one-half of the 
residuary estate, the rest being divided 
among three children. 
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CALIFORNIA 


Riverside — At CITIZENS NATIONAL 
Trust & SAVINGS BANK, T. A. Hall was 
promoted to assistant trust officer. 

San Diego & San Francisco — C. 
Edward DeRochie has been assigned to 
BANK OF AMERICA’s head office to as- 
sume the position of vice president and 
trust officer. He has served the past ten 
years as trust officer in charge of the 
San Diego trust district. A graduate of 
Loyola University, Los Angeles, Mr. De- 
Rochie joined the bank in 1928 and 
served as escrow clerk and court trust 
administrator. In 1935 he was made as- 
sistant trust officer at San Diego main 
office and was named trust officer in 
1942. 

Jerome T. Bowden was also advanced 
to trust officer at the San Francisco head 
office, and will supervise activities of 


the Private Trust division in Northern 
California. 


San Francisco — 
Earl J. Tooker has 
been promoted to 
assistant vice pres- 
ident, and William 
G. Hiatt to assis- 
tant trust officer, at 
CROCKER First NA- 
TIONAL BANK. Mr. 
Tooker is in eharge 
of the trust depart- 
ment operations, and began his career in 
the bank in 1920. Mr. Hiatt, since 1924, 
has been bookkeeper, utility man and in 
the analysis department, before entering 
the trust department in 1929, where he 
now heads the income tax division. 





Ear. J. TOOKER 


FLORIDA 


Miami—Lee C. Robinson, vice presi- 
dent and trust officer of First NATIONAL 
BANK, has resigned to enter the prac- 
tice of law with Felix, Taylor & Kins- 
kern in Miami, which firm limits its 
practice to Federal and state taxation, 
estates, trusts and related matters. Mr. 
Robinson is president of the Estate Plan- 
ning Council of Southeast Florida, and 
before going to Florida had been vice 
president in charge of tax, legal and 
trust work at Fiduciary Trust Co., New 
York. 

Also at First National, J. C. McKee, 
Jr.. and Gregory Stone have been elected 
assistant trust officers. 


ILLINOIS 


Chicago—CONTINENTAL ILLINOIS NaA- 
TIONAL BANK & Trust Co. has elected 
William H. Bringham an estate admin- 
istrator in the trust department. A grad- 
uate of Wesleyan University and the 
Vanderbilt University College of Law, 
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TRUST PERSONNEL CHANGES 


Mr. Bringham resigned as special agent 
of the Federal Bureau of Investiga- 
tion. 


Chicago—James F. Baikey has been 
named assistant secretary in the trust 
department of Harris Trust & SAVINGS 
BANK. 


Chicago & Evanston—Gilbert A. Smith 
becomes assistant vice president and 
trust officer of STATE BANK & Trust Co., 
Evanston, having resigned as second vice 
president and trust officer of CENTRAL 
NATIONAL BANK, Chicago, where he 
spent 20 years in trust, tax and insur- 
ance work. A member of the Chicago, 
Illinois, State and Federal Bar Associa- 
tions, Mr. Smith also is a member of the 
Chicago Life Underwriters and Trust 





Council, and Society of Former FBI 
Agents. 
Peoria—Lawrence Kuhn, who has held 


the titles of vice president, cashier and 
trust officer at JEFFERSON TRUST & SAV- 
INGS BANK, has been appointed executive 
vice president and cashier; and Paul W. 
Godfrey advanced to trust officer. 


INDIANA 


Kokomo—Roy E. Harper has been pro- 
moted to secretary and trust officer at 
UNION BANK & Trust Co. 

Tell City—From cashier and trust of- 
ficer, Oscar Boger has been advanced to 
vice president of CITIZENS NATIONAL 
BANK, and named to the board. 


MINNESOTA 


Minneapolis — 
John R. Hall has 
become assistant 
secretary in the 
trust department of 
FIRST NATIONAL 
BANK of Minneap- 
olis, having resign- 
ed from a similar 
position with Irv- 
ing Trust Co. of 
New York City, which he had held con- 
tinuously for 18 years except for military 


JOHN R. HALL 


CORPORATE TRUST 
OFFICER 


A man to assume charge of Corpo- 
rate Trust section of rapidly grow- 
ing Trust Department in mid- 
western city. Preferably with legal 
training. Must be familiar with 
requirements of Trust Indenture 
Act, Federal securities laws, stock 
transfer, other corporate functions. 
Age 35-45. Submit complete resume 
and photo to Box H-22-8, Trusts & 
Estates, 50 E. 42nd Street, New 
York 17. 








service. A specialist in estate planning, 
Mr. Hall will be active in the trust de- 
velopment division. He is a native of 
Stillwater, Minn., graduated in 1929 
from the University of Minnesota with 
a degree in business administration, 
studied at Columbia and New York Uni- 
versities, and recently graduated from 
the School of Financial Public Relations 
at Northwestern University. 


MISSISSIPPI 


Brookhaven—STATE BANK & TRUST Co. 
made Glenn Smith an assistant trust 
officer in addition to being cashier. 


MISSOURI 


Kansas City—First NATIONAL BANK 
promoted Ford R. Nelson to vice presi- 
dent and trust officer; King V. McElheny, 
Fred S. Riley and David N. Hall to 
trust officers. 


NEVADA 


Reno—E. J. Questa replaces W. W. 
Hopper as president of First NATIONAL 
BANK OF NEVADA, and the latter becomes 
chairman of the board; E. J. Wait ad- 
vances to executive vice president, effec- 
tive May 1. 

Reno—Paul E. Dorman, vice president 
and trust officer of NEVADA BANK OF 
COMMERCE, has resigned from that posi- 
tion to enter the cattle business in Mon- 
itor Valley. Andrew F. Johnston, hereto- 
fore assistant trust officer, succeeds him 
at the bank. 


NEW JERSEY 


Asbury Park—John G. Williams has 
been made an assistant trust officer of 
ASBURY PARK NATIONAL BANK & TRUST 
Co. 

Atlantic City — At BOARDWALK Na- 
TIONAL BANK Byron M. Meyers was elect- 
ed estate planning officer. 

Moorestown—Walter S. Fowler and 
Walter W. Gardiner, Jr., have been ad- 
vanced to trust officers at BURLINGTON 
CounTy Trust Co. 

Newark—Raymond B. Weatherby, as- 
sistant trust officer, FIDELITY UNION 
Trust Co., has been advanced to second 
vice president. 

Rutherford—Charles H. Mier has been 
advanced to trust officer of RUTHERFORD 
TrusT Co. 


NEW YORK 


New York—John G. Haas, III, has been 
appointed assistant secretary in the per- 
sonal trust division of IRVING TRusT Co., 
replacing John R. Hall who resigned. 
(See Minneapolis, Minn.) 

New York — MANUFACTURERS TRUST 
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Co. named Franklin Freeman an assis- 
tant trust officer. 


OHIO 


Akron—The following were promoted 
to trust officers at First NATIONAL 
BANK: Howard Milford D. H. Kendig, 
Paul Herman and Henry S. Richards. 


Cincinnati—PROVIDENT SAVINGS BANK 
& Trust Co. named John P. Brockman 
assistant trust officer, and advanced Mel- 
vin J. Strobl to trust officer. 

Cleveland—Bur- 
ton A. Miller has 
joined NATIONAL 
City BANK as vice 
president in the in- 
vestment division 
of the trust depart- 
ment. Mr. Miller 
comes from Scud- 
der, Stevens & 
Clark, Boston in- 
vestment advisors and counselors, where 
he served as head of the department 
analyzing investment programs. 





BURTON A. MILLER 


OKLAHOMA 


Oklahoma City—Arthur E. Rosenthal 
has resigned as vice president and trust 
officer in charge of the trust department 
of Ciry NATIONAL BANK & TRUST Co. to 
become associated with Santa Fe (New 
Mex.) National Bank as executive vice 
president. Mrs. Eleanor M. Jensen has 
been elected assistant trust officer. 
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Presents 
A New Page Arrangement 
Designed to Make Your Reference: 










* EASIER 
* QUICKER 


* MORE 
COMPLETE 








The newest and most practical 
way of presenting complete bank 
information—AT ONE GLANCE! 


e 
PLACE YOUR ORDER TODAY 
MARCH 1952 EDITION 
Single issue price $27.50 
Five year rate $20.00 a copy 
3 
For details write: 


R. L. POLK & CO. 


130 Fourth Ave., No. 
Nashville 3, Tenn. 
















312 








OREGON 


Medford & Portland — C. Whitney 
Hastings, Jr., has been advanced to trust 
officer of First NATIONAL BANK, Port- 
land, and Jesse C. Litwiller has joined 
the trust department, Medford office. Mr. 
Hastings has been with the bank 13 
years, and in the trust department since 
1941. Mr. Litwiller formerly was with 
the United States National Bank, Grant- 
land Pass office. 

PENNSYLVANIA 

Ebensburg—Edythe M. Jones became 
a trust officer at First NATIONAL BANK. 

Pittsburgh—Reg- 
inald C. Short has 
been appointed as- 
sociate trust officer 
of FIDELITY TRUST 
Co., in the estate 
planning depart- 
ment, having 
signed as trust of- 
ficer of First WIs- 
CONSIN TRUST Co. 
of Milwaukee. He has_ been active 
in estate planning since 1931. From 1939 
to 1950, except for four years of Naval 
duty, he was affiliated with Fulton Na- 
tional Bank, Lancaster, Pa. 

Pittsburgh—PEoPLES First NATIONAL 
BANK & Trust Co. elected Carroll S. 
Anderson an investment officer. He was 
previously an assistant trust officer in 
charge of investment functions of DOL- 
LAR SAVINGS & TrusT Co., Youngstown, 
Ohio. 


re- 


R. C. SHORT 


TENNESSEE 

ae Nashville—T HIRD 
‘" NATIONAL BANK 
has elected Gran- 
ville B. Bourne a 
trust officer in the 
business develop- 
ment department 
department. From 
1933 to 1940 he was 
with Nashville 
Trust Co. when he 
became district manager for the Pontiac 
General Motors. Released 


G. B. BOURNE 


Division of 








For 


Ancillary Trust Service 


In 


OKLAHOMA 


from army service in 1946 as a Lieuten- 
ant Colonel, Mr. Bourne joined Pan 
American Grace Airways as Tourist De. 
velopment Manager in Peru and, subse. 
quently, as Sales Manager for South 
America, from which position he recently 
resigned to join Third National. He was 
formerly vice president of the trust 
division, Tennessee Bankers Assn. 


VIRGINIA 


Roanoke—John Weldon Boyle, former- 
ly vice president of Title Guarantee & 
Trust Co., New York, has joined the 
MOUNTAIN TRUST BANK as vice presi- 
dent. Mr. Boyle, a native of Texas, at- 
tended the U.S. Military Academy (West 
Point) and New York University. In 
addition to banking and construction in- 
dustry experience, Mr. Boyle has been 
a leader in A.I.B., New York Chapter, 
for many years. 


WASHINGTON 


Seattle — Lowell A. Kuebler relin- 
quishes his trust duties, as assistant vice 
president and trust investment officer, to 
Morton C. Baker, and assumes the vice 
presidency with new duties as loaning 


officer, at  SEATTLE-FirstT NATIONAL 
BANK. 

Tacoma Ed- 
ward S. Walker 
was elected trust 
officer and _assis- 
tant manager of 
the Tacoma office 
of BANK OF CALI- 


FORNIA N. A., suc- 
ceeding the late 
George H. Fisher. 
Mr. Walker en- 
tered the bank’s service in 1928, and be- 
came assistant trust officer in 1951. 





EDWARD S. WALKER 


CANADA 


Calgary, Alberta, Vancouver, B. C. & 
Toronto, Ont.—The new office of Na- 
TIONAL TrusT Co. at Calgary, is under 
the management of T. B. Nash. H. A. 
Clarke, assistant general manager and 
S. G. Randall, assistant manager of the 
trust department, Toronto, have retired. 
R. M. Young is manager at Vancouver. 





Roy M. Huff, Vice President and Trust Officer 
NATIONAL BANK OF TULSA 


OFFERING COMPLETE BANKING AND TRUST SERVICES 
Member Federal Deposit Insurance Corporation 
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Colonial Branch of the 
N. J. opened on April 5th 
safe deposit facilities available, 


full 


with 
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: TRUST 
EMPLOYMENT EXCHANGE; 


$000000000000000000000000008 

Banks seeking trust executives, and 
personnel desiring new opportunities 
are invited to make free use of this 
column, addressing correspondence 
to Trusts and Estates, 50 East 42nd 
St., New York 17, N. Y., attention 
Employment Exchange and _ code 
number. 


National bank in upper-mid-western 
city of over 100,000 seeks experienced 
trustman as addition to overworked staff 


of well established trust department 
with excellent prospect for further 
growth. 24-1. 


Trust department in southern indus- 
trial community wants mature new bus- 
iness representative with experience in 
estate planning, accounting, investment 
or insurance. Salary app. $7,000. 24-2. 


Twenty years of experience in trust 
administration, investments, new _ bus- 
iness and estate planning are offered to 
trust department looking for aggressive, 
civic-minded officer to develop trust bus- 
iness from planning approach. 
24-3. 

Trust position desired by man with 24 
years executive and administrative ex- 
perience in Estates Trust Department 
of large trust company. Prefers medium 
sized city. 24-4. 

New York attorney combines unusually 
fine technical background for trust work 
with recent financial advertising experi- 
ence. Has written on taxes for popular 
and technical magazines. Gives university 
course on tax and estate matters. Would 
like to explore opportunities in trust com- 
pany. 24-5. 

Corporate trust officer, preferably with 
legal training, wanted for trust depart- 
ment in mid-western city. See ad on page 
311. 

Young, aggressive trust executive with 
legal training and concentrated experi- 
ence in administration, taxes and estate 


estate 


Apri 1952 


Union County Trust Co.. 
banking. 
drive-in tellers’ 


Elizabeth. 
trust and 
windows. and 


planning, desires opportunity with med- 
ium or large trust department in East 
or Southeast, 23-2 


Trust department employee, 28, seeks 
opportunity to make fuller use of abilities 
acquired from university course in bus- 
iness administration, two years’ trust 
work, and completion of Trusts I at 
American Institute of Banking, Western 


United States. 22-6. 
A A A 
MERGERS & CHANGE OF NAME 
Chicago, Ill—The name of SouTH- 


MOOR BANK of Chicago has been changed 
to SOUTHMOOR BANK & TRUST Co. 


New York—Stockholders of the BANK 
oF NEW YorK & FIFTH AVENUE BANK 
have been asked to approve a change of 
the bank’s name to BANK OF NEW YORK, 
effective May 1, to be voted at the meet- 
ing April 29. The shorter title is the 
name under which New York’s oldest 
bank opened its doors on June 9, 1784. 
The present title dates from 1948 merger. 


White Plains, N. Y.—Effective April 
first, MOUNT VERNON TRUST CO. was 
merged into the CouNtTy Trust Co. Fred 
E. Goldmann, president of Mount Vernon 
Trust, becomes senior vice president and 
will direct the operation of the East First 
Street office in Mount Vernon. 

Cincinnati, Ohio — Shareholders of 
CINCINNATI BANK & TrRusT Co. approved 
the sale of their capital stock to the 
FirtH THIRD UNION TrRusT Co. 

Philadelphia, Pa.—CENTRAL-PENN NA- 
TIONAL BANK now has four new offices 
since acquiring those of City NATIONAL 
BANK, with total assets now exceeding 
$190 million, and employees exceeding 
500. City National officers who will oc- 
cupy key positions (vice presidents) in 
the consolidated bank are: William H. 
Faas (former president), Arthur S. Her- 
rington, Albert R. Griffin and Allan D. 
Ramsay. Maurice E. Reeve, also vice 
president, will be in charge of the trust 
department, while new members of the 
department are Harry F. Hauck, trust 
officer, and Victor C. Trappler, assistant 
trust officer. 


to Trust Department decorated with 
colored casement curtains. 





connecting parking lot. Interior shows doorway (left) leading 


aqua walls and natural 


Wells Fargo Bank 
100 Years Old 


Wells Fargo Bank & Union Trust Co. 
of San Francisco, oldest bank in the 
West, celebrated 100 unbroken years of 
banking on March 18th. Standing at the 
head of Montgomery Street, only a few 
blocks south of the shuttered, red-brick 
building it occupied in 1852, the bank 
was founded as Wells Fargo & Co., Bank- 
ing & Express. 


Wells Fargo played a leading part in 
the commercial development of the West. 
With its express business, Wells Fargo 
carried precious metals, mail, freight, 
and passengers between San Francisco 
and the gold and silver “diggin’s.” A 
century ago, the banking end of the 
company provided safekeeping for the 
gold miner’s treasure or cash for his 
bullion, collected drafts, or supplied him 
with exchange on eastern cities or his 
homeland. The banking and express de- 
partments worked side by side until 1876, 
when the growth of business dictated 
their separate establishment. 


I. W. Hellman, a grandson of Isaias 
W. Hellman who in 1893 founded the 
Union Trust Co. of San Francisco which 
consolidated with the present institution 
in 1923, became the 15th president of 
Wells Fargo in 1943, carrying forward 
a family tradition of banking begun in 
1868. 





I. W. HELLMAN 
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MORE TRUST BUSINESS IN 1991 


F 236 ANNUAL REPORTS FROM BANKS 
Oi trust companies reviewed to 
date 178 reported increases in trust as- 
sets under administration. 46 of these 
having reached an all-time high in this 
respect in 1951. Others of the 178 cited 
unusual volume of new business and all- 
time highs in the number of new wills 
filed naming the bank as executor and 
trustee. Only three reported total trust 
assets less than a year ago. Fifty-five 
reports included general statements of 
trust department services without re- 
porting on department operations, or 
gave a total figure of trust assets with- 
out comparisons or qualifying comment, 
or made no mention of trust activities 
or figures. 


. Reports through New York City, not 
available last month, are included below 
in their geographical order. 


TitLte Insurance & Trust Co., Los Angeles: 


Gross revenues in the Home Office Trust 
Department were up about 12%. The largest 
increase was in the Escrow Division but 
trustees’ fees reflected a substantial gain. New 
trusts opened during the year totaled 191, and 
89 were closed, resulting in a net addition 
of 102 active trusts. While the Trust Depart- 
ment experienced an increase in operating 
expenses, its operating ration was not ma- 
terially affected, so that its net profits before 
federal taxes increased over 10%. 

Co., Francisco: 


AMERICAN TRUS1 San 


The Trust Department maintained a high 
rate of activity and experienced further 
growth during the year. Gross income from 
trust business was greater than in any previ- 
ous year, resulting in an increase in net 
profits over 1950 despite a further rise in 
operating costs. 


An active security market contributed to a 
sustained volume of corporate trust business. 


Personal trust services also expanded with 
the addition of a considerable number of new 
accounts. . . . We also act as trustee for an 
increasing number of pension and_ profit- 
sharing trusts. 


CONNECTICUT 


CITIZENS AND MANUFACTURERS NATIONAL 
Bank, Waterbury: 
Earnings have again been gratifying, due 
to an increase in trust assets and the fees 
derived therefrom. 


Co.LoniaAL Trust Co., Waterbury: 


Operating income was up 18% over 1950 
due to business acquired through the merger 
with The Watertown Trust Company and 
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‘ 
Part 2 
larger gross income from loan interest, se- 


curity interest and trust services. 

The year was one of growth, 
with book value of Trust Department assets 
reaching $51,917,350 at year end 

The Women’s Finance Forum programs 
were well received as evidenced by an aver- 
age attendance of 600 at each of three meet- 
ings. Many requests have come to us for a 
repeat performance. 


continued 


Our Common Trust Fund “A,” with assets 
of nearly $4,000,000, is now the second larg- 
est fund of its kind in the state. 

Many people in this area, and elsewhere, 
entrust the management of their securities 
to us and the number of such accounts under 
our supervision continues to grow. . . . The 
greater part of our present volume is made 
up of small accounts, and we welcome re- 
quests for information or assistance, regard- 
less of the amounts involved. 


DELAWARE 


EquitaB_e Trust Co., Wilmington: 


Gross earnings of our Trust Department, 
amounting to $438,887 (compared to $355,890 
in 1950) were higher than in any previous 
year, (and provided 23c of the Company's 
income dollar). Net earnings were satisfactory 
in comparison with past years (note: Equit- 
able Trust Co. operates on a fiscal year ending 
April 30th, hence this 1951 report includes 
only four months of the calendar year 1951). 
New wills named us to serve as executor or 
trustee in considerably greater number than 
ever before. The value of securities entrusted 
to us by individuals for management ot 
supervision also greater than in any 
previous year . . . The Trust Department is 
many things to many people in many places. 
For example it is trustee of the $40,000,000 
Delaware Memorial Bridge Revenue Bond 
Issue. It is custodian of nearly $200,000,000 
in securities for one corporation alone. It is 
agent for a local charitable organization. It 
is trustee of a pension trust. It is executor of 
the will of a man worth millions and it is 
executor of the will of a man whose entire 


was 


TRUST DEPARTMENT GROWTH 





















es 









42 43 44 45 46 47 48 49 50 5) 


2 RSSSaSRSaanee 
EEE EEL 





Riggs National Bank, Washington, D. C. 


estate is about $1,000. It is trustee for a widow 
whose sole income is provided from securities 
and life insurance left in trust with us by 
her husband. It serves over one thousand dif. 
ferent accounts. Above all it is a well trained 
group of 66 men and women whose experience 
in the field of investments, trust law, account- 
ing. taxes and administration is available to 
and utilized by people in all walks of life, 
This skilled sympathetic group judgment and 
advice is available, insofar as we know, in 
no other way than through a corporate ex. 
ecutor and trustee. 


Securtry Trust Co., Wilmington: 


Our Trust 
pand its services and activities, and made a 


Department continued to. ex- 


substantial contribution to the Company's 


earnings. 


Districr OF COLUMBIA 


HAMILTON NATIONAL 


Our Trust Department enjoyed a healthy 
growth, both in volume and net profit. The 
number of accounts opened in this depart- 


Bank. Washington: 


ment was higher than in any previous year 
and there was a substantial increase in both 
personal and corporate trust assets. Fees col- 


lected also reached an all-time high. 


NATIONAL Metropouitan Bank, Washington: 

Established on February 25, 1915--The Na- 
tional Metropolitan Bank the first Na- 
tional Bank in the United States to be granted 
Act. 


Was 


Trust Powers under the Federal Reserve 


We hold the following trust assets: 
Bonds $48.706,676.60 
Stocks 24,345,035.71 
Notes 6.391 453.27 


7,898,554.59 
613,259.97 
1,908,984.87 


Real Estate 
Miscellaneous 
Cash 


Total Assets $89.863,975.01 


NATIONAL Savincs & Trust Co., Washington: 


Department has had a_ record 
growth and accomplishments. We 
Vice President Trust Officer 
President and Secretary Foster, 
having direct supervision of our 
Research Department, and_ their 
for the excellent results achieved 


Our Trust 
year in 
commend 
Hall, Vice 
the latter 
Investment 


and 


associates 


. despite the loss of key personnel to military 


service. On the thirty-first of October, 1951, 
our Common Trust Plan was put into opera- 
tion. . . . The original investment of $731,370 
will be increased to $1,000,006 at the end of 
the first quarter. 


Rigcs NatTionaAL Bank. Washington: 


In 1951 the department was favored with 
new business in substantial amount and trusts, 
agencies, guardianships and estates. Assets of 
the department at the close of the year ex 
ceeded those of the year-end preceding, and 
the important fiduciary matters handled dur- 
ing the past year resulted in a gratifying con- 
tribution to the bank’s earnings. 
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FLORIDA 


First NATIONAL Bank, Miami: 


The Trust Department has tripled its size 
since 1948 and continues to grow. 


Hawa 


Bisnoe Trust Co., Lap... Honolulu: 


Statutory fees payable executors, admin- 
jstrators, trustees, and guardians, unchanged 
since 1928, attention 
and revision from the 195] Territorial Legis- 
lature. An upward adjustment in overall fees 


but with special relief to small estates was 


received much needed 


approved, recognizing to some degree the 
staggering increases in salaries, taxes and 


other costs to which trust companies and other 
executors and trustees have been subject. 


1951 1950 
$676.678 $610,097 


Commissions and Fees 


The current 
agency accounts under supervision or 
agement is approximately $75,000,000. 


value of trusts. probates and 


man- 


IDAHO 


IpvHo, Boise: 


all 


First NATIONAL Bank oF 


Gains have been made in divisions of 


our business. 


ILLINOIS 


Tut 


A ver y satisfactory 


NORTHERN Trost Co... Chicago: 


year with a sub- 
stantial amount of new personal business .. . 
an and women 
appointed The Northern Trust Co. as executor 


or coexecutor . . . a 


increasing number of men 
large volume of trust 
obtained under Living Trust 
.. The activity of the Midwest 
Stock Exchange has increased the volume of 


business was 


Agreement + 


.. The volume 
Profit 
~teady growth. 


stock transactions in this area . 
in 
Plans continues to show 


of business Pension and Sharing 


INDIANA 
Fort 


Wayne Nationa Bank, Fort Wayne: 


\s anticipated, 1951 
date for this 
stantial increase 
best prior vear. 


was our best year to 
We had a sub- 


which our 


Department. 


over 1950, was 


Finenity Trost Co.. Indianapolis: 


The Trust Department continues to be more 
productive. Additional wills, guardianships and 
trusteeships have increased in number. The 
same experience has been true of the admin 
istration of pension funds. 


Frercuer Trust Co., Indianapolis: 


Business of our Trust Department has con- 
tinued to grow throughout the year, the ap 
pointments ot the Company as executor 
administrator of decedents’ estates being the 


or 


largest in its history, both in) number and 
asset value. 
the soundness of the 
Common Trust Fund idea for small trusts in 
our care is as strong today as it was in 1949, 
when our Fund was established. At the close 
of its fiseal year ended October 31, 1951, the 
Fund had a value of $2,364,515 with 166 
trusts participating compared with $2,003,885 
with 152 trusts participating a year before. 
1950 1951 


Our conviction about 


Assets of Estates and 


Trusts $55,650,737 $61,105,284 


Aprit 1952 


Personal Property 


Held as Custodian. 4,910,690 14,968,053 
Transfer Agent, Regis- 

trar and Trustee of 

Corporate Stock and 

Bond Issues 18,090,682 19,831,660 


InpIANA NATIONAL BANK, Indianapolis: 


The business of the Trust Department has 
shown a steady and very satisfactory growth 
during the year and a substantial number of 
new wills were placed on file with us. 


INpIANA Trust Co., Indianapolis: 


The Trust Department has received many 


new appointments as Executor and_ trustee 
under Wills and Trust Agreements . . . The 


growing public recognition of the value and 
need of an Agency or Custodian Account was 
evidenced by a substantial growth in the 
number of each which we are handling. 


Mercuants Trust Co., Muncie: 


The trust department has enjoyed a sub- 
stantial increase in volume again this year 
(up more than $2 million from 1950). It now 
requires the full time of a staff of ten. 


Trust Investments 


194] $ 4,761,000 
1946 5,663,00Q 
1951 13,035,000 


First Bank & Trust Co., South Bend: 


Our trust department has completed another 
year of substantial growth. 


NationaL Bank & Trust Co., South Bend: 


1951 marked the completion of 5] years of 
continuous trust service by this bank . . . To- 
day we hold in our custody a greater number 
of wills naming this bank executor or 
trustee — than ever before. Total assets ad- 
($20,835,752) have reached a new 
year-end high with earnings comparing favor- 
ably with last year. 


as 


ministered 


KENTUCKY 


CivizeNs Fiperity Bank & Trust Co., 
Louisville: 


The Trust Department continued its steady 
growth. The book value of estates is at an 
all-time high (in excess of $150,000,000). 


Liperty NATIONAL Bank & Trust Co., 
Louisville: 


Growth continued in many directions. 


MARYLAND 
MaryLanp Trust Co., Baltimore: 


The operations of our Trust Department 
for the past year have produced satisfying 
results. An increasing number of customers 
have named the Bank as Executor and trustee 
in their Wills . .. and have availed themselves 
of personal trust or agency services. These 
facilities are finding increasing use for the 
safe custody and management of investments 
of charitable, civic and other organizations .. . 


An increasing interest is being shown by 
many corporations and companies in the 


establishment of pension trusts and during 
the past year, our Trust Department has 
placed upon its books a considerable amount 
of new business of this type. 


Union Trust Co. or MaryLanp, Baltimore: 


\ review of the activities of this depart- 
ment during the past year discloses several 
favorable trends. In 1951 the Maryland Legis- 
lature recognized the fact that the necessary 
expenses of rendering competent trust services 
have risen drastically during the past decade, 
and authorized a moderate increase in the 
rates of trustees’ compensation — the first 
since 1939. The increasing volume of new 
business reflects the favorable reputation this 
department enjoys among our customers, who 
in constantly increasing numbers have availed 
themselves of its We consider the 
services offered by our Trust Department in 
the handling of estates, trusts and other finan- 
cial problems among the most valuable facil- 
ities available to our customers. 


services. 


MASSACHUSETTS 
New EnoLanp Trust Co., Boston: 


In these capacities (fiduciary) we have 
charge of property in excess of $260,000,000. 
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TRUST SERVICE EXCLUSIVELY 


Detroit Trust Company, with its many years of experience 
in every phase of trust business, is especially qualified 
to serve in any situation requiring a Michigan fiduciary. 


DETROIT TRUST COMPANY 


FORT STREET at SHELBY 


DETROIT 31, MICHIGAN 


50 Years of Trust Experience 




















MICHIGAN 


Detroit Trust Co., Detroit: 


While gross income showed a substantial 
increase over the preceding year, the in- 


creased operating expenses and salaries, and 
particularly the impact of higher taxes, re- 
sulted im decreased net earnings. 

Detroit Trust Company conducts one of the 
large trust businesses of the country and is 
exceptional in that it has not invaded the 
field of banking nor is it affiliated with any 
banking institution. 


MANUFACTURERS NATIONAL BANK, Detroit: 


The Trust Department showed a substantial 
business increase and much effort was de- 
voted to its further expansion. The assets under 
administration for pension and _ profit-sharing 
trusts showed a marked increase, both through 
the acquisition of new trusts and the contin- 
ued periodic contributions to plans previously 
established. The growing recognition being 
given the Investment Division aided greatly 
in securing the type of accounts where com- 
petent investment advice is a necessity. 


First Nrronat Bank & Trust Co., 
Kalamazoo: 


The Trust Department continues its con- 
stant and substantial growth as new trusts 
and estates are turned over to us for admin- 
istration. The number and totals of accounts 
are ever on the increase. 


Micuican NaTIonAL Bank, Lansing: 


The trust activity of the bank is very sub- 








stantial, with trusts exceeding thirty million 
dollars. 
a) 





; Complete 
Trust Service... 


Your customers can depend on 
the same high quality of com- 
prehensive trust service here in 
Florida that they have the right 
to expect from any thoroughly 
experienced corporate fiduciary. 


We cooperate fully on ancil- 
lary matters. 


TRUST DEPARTMENT 


The 
First National Bank 


of MiAMI 








MIssOURI 


Union NATIONAL BANK, Kansas City: 
The Trust Department of the Bank con- 
tinues its steady growth and its operation 


results in a substantial profit. 


BoatMEN’s NATIONAL Bank, St. Louis: 

Our Trust Department has been showing 
a steady and sound growth each year. 
St. Louts Union Trust Co., St. Louis: 


We 


grow th 


are experiencing a very satisfactory 
from year to year. The year 195] 
especially good year in reference 
to the growth of pension trust business. 


Was an 


NEw JERSEY 


Union County Trust Co., Elizabeth: 


Assets of the Trust Department $15,706,307. 
Fees and Commissions $166,648 (1950: 
$152,659). 


Civizens NATIONAL BANK & Trust Co., 
Englewood: 


Higher earnings were due largely to the 
increase in loans and improved trust earn- 
ings. 

First NATIONAL Bank, Jersey City: 


The Trust Department obtained increased 
business during the past year and had larger 
earnings. 


Trust Company oF New JERSEY, 


Jersey City: 


\ssets in the Trust Department increased 
approximately $3,000,000 the previous 
year . . The year was one of growth and 


over 


progress and the net earnings compared favor- 
ably with those of previous years. 


Howarp Savines Institution, Newark: 


The trust satisfactory 
growth in total assets during the year. 
appointments under Wills amounted to 4,531, 
a gain of 376 for the year. There were 334 
derived by Court appoint- 


department showed 


active accounts 


American 


CHARLOTTE, NORTH CAROLINA 





LTR OS" " 


ments as execulor, administrator trustee under 
will, and guardian and 287 personal appoint. 
ments as investments, 


custodian of escrow 


agent, trustee under living trusts, and life 
insurance trusts: a total of 621 accounts re. 


flecting a gain of 16 accounts compared to 
the number reported last year. Among the 
Court appointments were 173 guardianship 

for Veterans of World War I and 
Il, or their dependents, as compared to 177 
in 1950. 


accounts 


NATIONAL NEWARK & Essex Bankine Co., 
Newark: 


The business of the Trust Department has 
continued to grow. An increasing number of 
our customers are availing themselves of ow 
Investment Advisory Service. Many new will 


appointments as executor and = trustee have 
been received during the year. 
First NATIONAL Bank & Trust Co., 


Paterson: 
The operating volume of the Trust Depart. 
level during the 


book 


showe d a 


continued at a high 


The 


under 


ment 


past year. aggregate dollar value 


of accounts administration 
substantial increase over the previous year. 
Earnings, while slightly under those of the 
peak year of 1950, resulted in a_ profitable 
operation for your institution. The full earn- 
ing potential of the business acquired through 
the former United States Trust Company was 
not felt during the past year. Operating earn. 
ings from this source will be realized in the 
The 


administration 


succeeding number 


the 
a very high level; consequently, 


present and years. 


of estates in process of 
continues at 


the earnings from this source should be very 


satisfactory over the period of the next two 
years. 
First BANK & Trust Co., Perth Amboy: 


We have found that, once in possession of 


the facets, able eager 
to cooperate husbands in devel- 
oping sound plans fer the future security of 


most Wives are and 


with their 
the family. Feeling that skillful money man- 
agement is claiming women’s attention more 


and more, the bank with the assistance of 
eae 


pany 


Your headquarters for North Carolina 


fiduciary service—personal and corporate 


Member F.D.1.C.—Federal Reserve System 
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| EPPO CEN GREENS NITE SET 


Miss Dorothy Williams of East Orange, a 
Public Relations Counselor and former Invest- 
ment Counselor of the Bank of New York 
and Fifth Avenue Bank, planned a series of 
three meetings on the subject “Women and 
Money” (including Wills, Trusts and Taxes) 
_.. We were delighted to have five hundred 
women enroll ,. . 


TRENTON Bankine Co., Trenton: 


a number of estates have come to 
us for administration during the year where 
lack of previous planning has created real 
hardship for the beneficiaries. One notable 
example is that of an individual who died 
having as his principal asset a minority in- 
terest in a business which was closely owned. 
Not only was no previous provision made for 
funds to meet estate taxes and expenses, but 
the family of the individual now has no sure 
source of income since earnings of the bus- 
iness are uncertain. 

\side from the satistactory increase in will 
appointments, the Department has continued 
to render important services as executor, trus- 


tee, investment advisor, custodian, trustee of 
pension trusts The Department is an 
important part of the bank’s activities and 
it contributes a substantial amount to the 


bank’s earnings. 


NEW YORK 


NATIONAL Commercial BANK & Trust Co., 
Albany: 


Assets held in Fiduciary Capacity 
$46,570,380. 
First Nationat Bank (Now First 
Westcnesten Narionat Bank), New 


Rochelle: 


During 1951 the Bank was appointed Execu- 
tor of estates i 
$1,500,000. probate 
are not collected until there has been a court 
accounting, the $28,568 fees reported for the 


value in excess of 


fees for 


having a 


Since services 


year do not reflect’ substantial commissions 
Which will be received upon accountings as 


to appointments received in 1950 and 1951] 


Founded 
1865 





Provident Trust Co., Philadelphia 





; The annual seminar for attorneys, ac- 
countants and life underwriters, held Decem- 
ber 1, 1951 on “Wills and Estates,” was the 
most successful seminar which has been held 
. . . We expect to handle an ever increasing 
portion of the trust and the estate administra- 
tion business arising in our territory. 

Trust Department Assets exceed $20,000,000. 


CuemicaL Bank & Trust Co., New York: 


All departments of our Fiduciary Division 
grew and prospered during 1951 . . . Personal 
Trust Department developed more business 
during 1951 than in any previous year. It 
established a Legal Common Trust Fund on 
August 1 and a Discretionary Common Trust 
Fund on November 1 . . . Pension Trust De- 
partment appointment in 1951 of more 
new pension trusteeships by outstanding cor- 
porations than ever before. Corporate Trust 
Department had one of its best years in the 
number as well as the size of new appoint- 


ments received as transfer agent, registrar, 
fiscal agent and corporate trustee .. . As 


custodian of billions of dollars of our de- 
positors’ securities, this department handled 
the largest volume of business since its organ- 
ization. 


87th 
year 
of 
servicing 


TRUST SERVICE 
IS ONE OF THE 


SPECIALTIES 


OF THE SOUTHEAST’S 
OLDEST NATIONAL BANK 


FIRST NATIONAL BANK 


ATLANTA, GEORGIA 


Member Federal Deposit Insurance Corporation 


ApriL 1952 





City Bank Farmers Trust Co., New York: 


Net current operating earnings of the Trust 
Company for the year were $1,556,494 com- 
pared with $1,505,747 in 1950 and $1,074,492 
in 1949. While gross income was up sub- 
stantially from the previous year, increased 
costs, especially in salaries and taxes, re- 
sulted in net earnings only a little better than 
for 1950. 


Current Operating Earnings 1951 
Interest on Loans $ 101,649 
Interest and Dividends on Securities 

(net after amortization) 1,618,434 
Commissions and Other Income 8,946,719 

. we have taken advantage of the pro- 


visions of the law passed in 1950 . . . authoriz- 
ing greater flexibility in the investment of 
trust funds restricted to legals . . . Discretion- 
ary Common Trust Fund “A”, created in 
1949, and the Legal Common Trust Fund, 
created in 1950 increased in volume during 
the year by the addition of further trusts, 
thus giving the smaller trusts the benefit of 


greater diversification, and in many cases 
an increased income . These Common 
Trust Funds serve a useful social purpose 


in enabling us to provide our services to per- 
sons of moderate means .. . The number and 
the dollar amount of new estates under which 
we were appointed as Executor or Admin- 
istrator practically equalled the good record 
of a year ago and- the average for ten years 

Custodian management business con- 


tinued to grow in volume and, partly due to 
higher prices, the dollar value of securities 
in these accounts is larger than ever before 

. the volume in our Pension Trust Division 
was substantially increased . . . total volume of 
business in our Corporate Trust Division (was) 
substantially ahead of the operations in 1950. 








“WHY DELAWARE?” Tax and trust 
laws of the State of Delaware 
facilitate the accumulation, man- 
agement and conservation of 
property by corporations and 
Write for “Why 
Delaware ?”’ our new booklet sum- 


non-residents. 


marizing these benefits. 


WILMINGTON 
Trust Company 


Wilmington, Celaware 


. $ 20,854,272 
$232,216,921 


Capital Funds. 
Total Assets . 
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Corn ExcHance Bank Trust Co., New York: 


The Trust Company was not subject to 
excess profits taxes in 1951 and based on 
present tax law will not be in 1952... An 
increasing number of individuals are recog- 
nizing the advantages of a corporate fiduciary 
by designating this Company as executor and 
trustee in their wills. 


York: 


Income and expense, excluding profits and 
losses from transactions in investments owned 
by the Company: 


Fipuctary Trust Co., New 


1951 1950 
Income from interest, 
fees, etc. $1,627,235 $1,403,395 
Operating Expenses $1,010,420 $ 911,335 
Taxes 302,003 205,581 
Net Gain $ 314.812 $ 286,478 


First Natronat BANK, New York: 


Earnings from investments were lower by 
$60,000 while earnings from other operations, 
including the Trust and Investment Advisory 
Departments, were larger by $229,000. 


New York: 


Economic changes emphasize . the need 
for . trust services offered by banking 
institutions. The unusual volume of corporate 
financing and capital adjustments during the 
year resulted in a marked increase in the 
activities of the Corporate and Stock Transfer 
Divisions. Our two Common Trust Funds now 
have a combined value of approximately 
$24,500,000, representing the investments, in 
whole or in part, of 675 trusts. A_ recent 
change in the law increased the permissible 
participation by an individual trust from 
$50,000 to $100,000. As a result a larger 
number of trusts may now, through wider 
diversification, achieve greater stability of 
principal and income Our investment 
Agency Service continues to grow in im- 
portance to individuals, foundations and others 

Widespread use of pension trusts 
substantial growth in our 
pension trust business Commission rates 

. . have been increased where possible to 
compensate for increased operating costs and 


GUARANTY Trust Co., 


accounts for a 


taxes, 


Tue Hanover Bank. New York: 





A greater volume of business in the Per- 


sonal Trust Division produced higher income 
in 1951. However, the commissions fixed by 
law have not increased in proportion to costs 
The year witnessed a substantial growth in 
pension business. . 


Invinc Trust Co., New York: 


Activities of the Personal Trust Division 
continued to expand during 1951. For ex- 
ample, the volume of our Advisory Custodian 
Service attained an all-time high . . . The 
volume of business done by the Corporate 
Trust Division in acting as trustee, transfer 
agent, dividend disbursing agent and regis- 
trar of corporate stocks reached record high 
levels during 1951. Among the factors re- 
flected in that volume was the increasing size 


of mutual fund companies as a _ result of 
wider investor interest. Steady growth con- 
tinued in the Division’s activities in, admin- 
istering corporate bond issues and in 


acting as coupon and bond paying agent. 
Manvuracturers Trust Co., New York: 


As a result of the merger of Brooklyn Trust 
Co. late in 1951, the volume of business 
in our Personal Trust Department was greatly 
increased Our Discretionary and Legal 
Common Funds, established in 1949 
and 1950, continue to Substantial in- 
creases have come from the admittance during 
the year of many small trusts of the former 
Brooklyn Trust Co., that were found eligible 
for these common trust funds The 
common trust funds have abundantly fulfilled 
their promise of providing small trusts with 
the benefits of more widely diversified invest- 
ments and beneficiaries with an improved in- 
come. In addition, very considerable operating 
economies have been effected. Together, these 
funds are accept 
smaller trusts and to provide them with a 
Net earnings 


Trust 


grow. 


increasing our ability to 


highly satisfactory service 
of the Corporate Trust Department for 195] 


compared favorably with those of previous 
years. 
Marine Miptanp Trust Co., New York: 


This Department continues to grow and is 
increasingly productive of both tangible and 
intangible values to the bank as a_ whole. 
Earnings of the Corporate and Stock Transfer 
Divisions were again at an all-time high. Trust 
Department commissions and fees: 

“ of Gross Income 

195] 1950 
9.50% 10.11% 


1950 
$739,301 


1951 
$852,898 





Group judgment on trust investments is illustrated in report of 
Fidelity-Philadelphia Trust Co. 
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J. P. Morcan & Co., New York: 


Fees and commissions, derived mainly from 
fiscal agency business and 
investment advisory remained at 
about the 1950 level. 


operations, trust 
services, 


New York Trust Co., New York: 
The substantial increase in Gross Income 
for 1951 resulted mainly from an increased 


volume of loans and from higher interest 
rates, but also included increased activity 
and earnings from the Corporate Trust 


Division, the Foreign Division, the Personal 
Trust Division and the four branch offices. . . 


Pustic Nationa Bank & Trust Co., 
New York: 


The increasing use of the facilities of both 
the personal and corporate trust divisions is 
a measure of steady progress 


TITLE GUARANTEE AND Trust Co., New York: 


August 4, 1950. the date of the 
termination of our banking business, we have 
not undertaken any fiduciary 
bilities. Personal trusts and estates under our 


Since 


new responsi- 


administration at that date had a_ corpus 
value of $87,210,758 at then current market 
levels. By the close of the vear 1951 final 


accountings in terminated trusts and estates 
and intermediate accountings in other trusts 
accompanied by court appointment of substi- 
tute trustees had reduced the corpus value 
by $53,617,063. 


New York: 


and 


Unirep States Trust Co., 


The flow of 


business has continued on a most satisfactory 


new estate, trust, agency 
basis, and in this respect the vear 1951 was 
among the best in the Bank’s history, bringing 
fiduciary highest figure 


yet recorded 


total assets to the 
We have just completed a 
study of the 


in the general 


very important trends and 
changes (1946 through 1950) 
size and character of our personal trust bus- 
iness. Having in mind the impact of income 
and estate taxes on the accumulation § of 
advisable to 


effect ot 


least as 


capital, it seemed attempt to 
factors 
on the trust reflected 
by the experience of this Bank . . . At the 
close of 1945, the books a 


total of 5,080 accounts including trusts under 


determine the direct these 


business, at 


Bank had on its 


wills and deeds, guardianships, committee- 
ships, agency and custodian accounts. This 
total excluded estates, pension and _ profit 
sharing trusts, and of course corporate trust 


accounts, In classifying these accounts accord- 
ing to amount of their annual income, it was 
found that at the 1945, 79% had 
incomes of less than $10,000 a year... At the 
1950 the total accounts 


categories had 


close of 


close of number of 


in these increased by about 


11%. During this five year period the ae- 
counts with annual incomes under $10,000 
increased in number by only 2.6%, while 


over $10,000 in- 
period by 


those. with annual incomes 


creased in the same five year 
47%. Put another way, the group of relatively 
larger accounts comprised 28% of the total 


at the close of 1950, compared to 21% of 


the total at the close of 1945 These 
results have given us confidence that the 
fiduciary of the bank, its primary function, 


is moving forward satisfactorily from the 
standpoint of relative size and type of ac- 


counts. 
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Do you know that your bank name 


unt wer none 
OLD RELIABLE 





is printed on each check when you sel] 


First National Bank of Chicago Travelers Checks ? 


tli 
i} | \\ 


At no cost to you, your bank name is printed on every 
check when you sell First National Bank of Chicago Trav- 
elers Checks. This adds prestige to your bank’s name and 
gives you widespread publicity on every transaction, for 
our travelers checks are used and accepted throughout 
the world — and have been for over 40 years ! 

Not only that 
when you sell the First’s Travelers Checks. 


. you keep the entire sales commission 





And -- First National Bank of Chicago Travelers Checks 
are being advertised in HOLIDAY and NATIONAL GEOGRAPHIC. 
Why not call or write us about handling First National 
Bank of Chicago Travelers Checks? You'll find it pays. 
You'll find, too, you're better equipped to give more 
service to your customers when you take advantage of all 
the many important services offered by The First. In 


addition to Travelers Checks. these include .. . 


Complete Clearing and Collection Service e Rapid Router 
Service e Complete Foreign Banking Service 


Loan Participation ¢ Bond Department e Operational 


Procedure Surveys Assistance in Handling New Types 
of Loans ¢ Wire Transfers ¢ Safekeeping Service « Bank 


Public Relations and 
Correspondent 


Remodeling and Modernization ¢ 
Advertising ¢ Credit Information 


Conferences 5 Assistance in Special Events 


Epwarp E. Brown, Chairman of the Board 


James B. Forcan, Vice-Chairman 


Harowtp V. Ampere, | ice-President 


Homer J. Livincston, President 


Huco A. ANpvERsON, Vice-President 


Wacrer M. Heymann, Vice-President 


HERBERT P. SNYDER, | ice-President 


The First National Bank of Chicago 





Dearborn, Monroe and Clark Streets 
Building with Chicago since 1863 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
































b INCOME TAX 


Attorneys entitled to spread fee over 
four-year period. A few days prior to 
April 28, 1939, taxpayers were engaged 
by one Carpenter, to investigate affairs 
of his cousin with view to bringing will 
contest in event he was dissatisfied with 
cousin’s will. He agreed to pay attorneys 
one-third of any amount recovered. Each 
taxpayer received $15,254 in 1942 on 
settlement of action. Taking advantage 
of Section 107 of Internal Revenue Code, 
they reported amount as having been re- 
ceived over entire period from 1939 to 
1942. Commissioner contended that entire 
fee was income in 1942 and assessed de- 
ficiency. 

HELD: Commissioner overruled. Tax- 
payers had checked guardianship pro- 
ceedings of cousin; examined trust cre- 
ated by him; examined estate of cousin’s 
wife; conducted legal research concern- 
ing facts developed; investigated trans- 
fers of property to trust; interviewed 
various people as possible witnesses and 
attempted to learn extent of cousin’s 
property. Services of taxpayers extend- 
ed over period of 43 months and they 
were entitled to apply Section 107 in 
computing tax on entire fee. McClelland 
v. Busey, U.S.D.C., So. Dist. Ohio, Feb. 
11, 1952. 


Redemption of entire block of stock 
bequeathed to taxpayer not equivalent to 
dividend. Taxpayer and brother were 
partners from 1921 to 1932. Taxpayer 
owned 75% interest. In 1932, corporation 
was formed and 2,000 shares of stock 
issued to partners in exchange for part- 
nership assets in same proportion as 
their partnership interests. Brother died 
in 1943, bequeathing his stock valued at 
$92,000, to taxpayer. In 1944 directors 
of corporation authorized purchase of 
these 500 shares from taxpayer at $184 
per share, value agreed upon for estate 
tax purposes. On same day reduction of 
capital stock from 2,000 to 1,500 shares 
was authorized. Commissioner deter- 
mined that redemption of 500 shares 
was essentially equivalent to a dividend, 
subject to income tax. 

HELD: Commissioner overruled. Re- 
demption was of shares of one stock- 
holder, the estate of taxpayer’s brother, 
and its elimination as participant in en- 
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FEDERAL TAX NOTES 





SAMUEL J. FOOSANER 
Tax Attorney. Newark, New Jersey 


terprise. While technically redeemed 
shares were transferred to taxpayer and 
actual redemption occurred after he be- 
came sole owner, it was estate’s stock 
that was actually redeemed. Hence, re- 
demption constituted partial liquidation 
and not taxable dividend. Roberts v. 
Comm., 17 T.C. No. 171, Feb. 29, 1952. 


Estate realized loss on transaction en- 
tered into for profit upon obligation ac- 
quired from decedent. Decedent owned 
non-interest bearing bill of exchange for 
£10,000, valued for estate tax purposes 
at $46,807. Obligation was paid by debtor 
in 1945 by depositing the pounds in a 
blocked sterling account in London. 
Value of pounds was then $6,407 less 
than dollar value at decedent’s death. 
Tax Court held that no loss was deduct- 
ible since it was not shown that decedent 
acquired note in transaction entered into 
for profit. 

HELD: Reversed. Acquisition of note 
by executor in behalf of estate was 
transaction entered into for profit, be- 
cause executor’s duties excluded possi- 
bility of his holding obligation for any 
except for profit. Waterman 
U.S.C.A.—2, March 5, 


purpose 
Est. v. 
1952. 


Comm., 


Servicemen’s tax forgiveness applies 
to taxable years of decedent and his 
estate. Army Captain died Jan. 5, 1945, 
while on active duty. For 1945, income 
tax return was filed by administrator of 
his estate, deducting 5/365 of year’s in- 
come. Subsequently administrator filed 
claim for refund of entire tax paid. 
After granting refund, Commissioner as- 
sessed deficiency, contending that Sec- 
tion 421 of Code, which forgives tax of 
certain individuals for taxable year in 
which date of death falls, refers only to 
portion of ordinary taxable year be- 
tween close of previous taxable year and 
date of death. 

HELD: Refund allowed. Statute refers 
to ordinary tax year of deceased and 
was not intended to distinguish between 
taxable year of deceased and taxable 


year of his estate. Had Congress intend- 
ed collector’s narrow meaning, it would 
have used words “taxable year ending 
with the death of the serviceman.” Es- 
tate of Bukerstaff v. Allen, U.S.D.C., 
Macon Div., Feb. 7, 1952. 





Trust recognized as member of part- 
nership. In 1944 taxpayer created irre- 
vocable trust for benefit of minor son, 
and conveyed to it one-half interest in 
his motor truck business. Trust was to 
continue until beneficiary became 21 
years of age. Full and complete powers 
of management and control were vested 
in trustee and trust instrument specific- 
ally prohibited reversion or use of any 
part of trust or income for donor’s bene- 
fit or for support of donor, his wife or 
his son during his minority. Attached to 
trust instrument and made part thereof 
was partnership agreement between tax- 
payer and _ trustee. written 
agreement provided that taxpayer should 


Separate 


annually receive $7,500 for his services, 


over and above his participation § in 
profits. Trust was terminated in 1948 
upon beneficiary becoming of age and 


assets of trust were turned over to him. 
For 1944 to 1946 Commissioner deter- 
mined that income from partnership was 
taxable in its entirety to taxpayer. 


HELD: Commissioner overruled. Trust 
was real entity and as much a partner 
in enterprise as other co-partner. It re- 
tained its distributive share of partner- 
ship income used the income for 
trust purposes. Petitioner and trustee in 
good faith and acting with a 
purpose intended to join together in 
present conduct of enterprise. Fisenman 
v. Comm., 17 T.C. No. 173, Feb. 29, 1952. 


and 


business 


Only one half of community property 
income reportable by estate during ad- 
ministration. Decedent died October 15, 
1940, resident of Texas. In filing income 
tax returns for 1940 and 
for 1941, executors included only one- 
half of income from community prop- 
erty. Commissioner determined that en- 
tire community income was includible in 
income of estate. 


HELD: 
erroneous. Estate must report only one- 
half of income from community prop- 
erty. Sneed v. Comm., 17 T.C. No. 160, 
Feb. 15, 1952. 


remainder of 


Commissioner’s determination 


Trust income constructively received 
by beneficiary where trustee did not 
affirmatively add it to principal. Trust 
provided that income should be paid to 
taxpayer “quarterly or oftener if con- 
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venient,” and that trustees could “set 
aside income of the trust property as in 
their judgment is not required for the 
comfortable, support and maintenance” 
of the beneficiary. In 1941 the taxpayer 
reported entire trust income of $6,486 
as taxable to her. Actually she had only 
received $2,076, but on Feb. 18, 1942, 
balance of $4,410 was paid to her. Tax- 
payer filed claim for refund on ground 
that she was taxable only on amount 
actually received by her in 1941. 


HELD: Refund denied. Entire trust 
income was distributable in 1941. When 
trustees failed to take affirmative action 
on adding income to principal, income 
became currently distributable to bene- 
ficiary who was therefore charged with 
constructive receipt of it. Minot v. Has- 
sett, U.S.D.C., Mass., Feb. 4, 1952. 


Share of income of trust retained by 
trustee as reimbursement for state in- 
heritance taxes includible in beneficiary’s 
income. Taxpayer was beneficiary of 
trust annuity of $100,000. In 1943 trus- 
tees withheld $10,000 as partial pay- 
ment of her share of State inheritance 
reported only $90,000 as_ in- 
come. Commissioner determined entire 
$100,000 was includible in taxpayer’s in- 
come under Code Section 162(b). 

HELD: Commissioner sustained. Ben- 
eficiaries under trust were liable for 
inheritance taxes under state law. Con- 
sequently entire $100,000 was distribut- 
able and taxable to taxpayer. Warbur- 
ton v. Comm., U.S.C.A.—3, Feb. 5, 1952. 


tax. She 


Alimony payments from trust princi- 
pal taxable to divorced wife. Decedent 
entered into separation agreement with 
his wife in 1938, by which he was ob- 
ligated to pay her $400 monthly until 
her death or remarriage. In same year 
legal divorce was obtained in Switzer- 
land. Separation agreement was _ not 
mentioned in decree, but $400 monthly 
alimony was decreed. In 1935 decedent 
had created trust reserving to himself 


power of appointment which he exercised 
in his will in favor of second wife and 
children. 


Decedent’s estate amounted to 





only $1,471 after paying claims other 
than those of divorced wife, who there- 
fore instituted action in state court to 
subject trust to her claim as creditor 
for alimony. Court awarded her all un- 
paid monthly sums, payable from prin- 
cipal.. 

HELD: Amounts paid to divorced wife 
constituted taxable income under Sec- 
tion 22(k) of Code. If decedent had lived 
there would be no doubt that payments 
were so taxable. Character of payments 
is not affected by husband’s death. Nor 
does it make any difference that state 
court made payments a charge on trust 
principal, for under Section 22(k) pay- 
ments are taxable to recipient irrespec- 


tive of whether made from income or 
principal. Walsh Trust v. Comm., U.S. 
CA.—3. Feb; 27, 1082. 


ESTATE TAX 


Attorneys fees paid to will objectants 
but not approved by state court not de- 
ductible. Testator, resident of North 
Carolina, left about forty heirs at law 
whose kinship was that of nieces and 
nephews. They filed caveat against pro- 
Widow joined with pro- 
pounders of will. Suit was eventually 
settled for $108,000, of which attorneys 
were to receive 25%. Meanwhile widow 
became dissatisfied with terms of ante- 
nuptial agreement and when adjustment 
of the caveat announced she de- 
manded further payment from Davidson 
College, residuary beneficiary. Settle- 
ment was reached under which she re- 
ceived $26,250, from which her attorney 
was to receive $7,750. Estate sought re- 
fund of estate taxes on ground that fees 
paid to attorneys for heirs and the widow 
were deductible from gross estate. 

HELD: Refund denied. Question of 
additional attorneys fees was not pre- 
sented to North Carolina Court and un- 
acted upon by Court, fees could 
not become a part of cost incurred in 
administration of estate. To be deductible 
under Code Section 812, allowances 
would have to be made by State Court 
as award to counsel for caveators and 


bate of will. 


was 


less 
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widow. Estate of Davidson v. United 
States, U.S.D.C., W. Dist. N. C., Oct. 19, 
1951. 


Trusts with no right retained to pos- 
session, enjoyment or income not in- 
cludible in estate. In 1930 decedent mar- 
ried widow with six children. In 1981 
he established trust for their benefit. 
During life of decedent and wife income 
was to be paid to beneficiaries for their 
support and maintenance, 40% to wife 
and 10% to each child. Upon death of 
survivor of decedent and wife principal 
was to be distributed among. children in 
equal shares. In 1935 decedent estab- 
lished another trust for benefit of wife, 
with principal payable to children and 
two other relatives of decedent upon 
death of wife. Upon decedent’s death in 
1946, Commissioner determined that 
both trusts were includible in his estate 
under Code Section 811(c)(1)(B). 


HELD: Commissioner overruled. While 
trust provided for payment of income 
for “support and maintenance” of bene- 
ficiaries, decedent was under no obli- 
gation to support his step-children who 
were all adults. Although he was under 
obligation to support wife, neither trust 
instrument contained provision that de- 
cedent intended that his wife’s use of 


income was to be restricted to payment 
of her expenses for support and main- 
tenance. Estate of Dwight v. Comm., 17 
T.C. No. 148, Feb. 15, 1952. 
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Statute of limitations not bar to set-off 
against refund claim. Estate Tax return 
was filed in 1936 at time when amount 
of executor’s commissions, attorney’s 
fees and New Jersey inheritance taxes 
was not known. As result no deduction 
was taken for fees, nor for 80% credit 
for State taxes. Upon obtaining re- 
quired information, executor filed claim 
for refund in 1942. Commissioner in 1944 
allowed deductions and credit but stated 
that claim for refund would be disal- 
lowed on ground that omission of cer- 
tain annuity contracts from return re- 
sulted in underpayment of estate tax 
rather than overpayment. 


HELD: Commissioner sustained. Even 
though deficiency assessment was barred 
by statute of limitations, Commissioner 
was entitled to set off his claim since 
estate was not entitled to refund unless 
there had been an actual overpayment. 
Morristown Trust Co. (Est. of Henry 
W. Williams) v. Manning, U.S.D.C., 
N. J., Dec. 19, 1951. 


Gross estate of life beneficiary of 
trust included harvested crops from farm 
which formed part of trust property. 
Trust of which decedent was beneficiary 
provided that upon her death remainder 
was to go to her heirs at law. Trustees 
had discretion to withhold income pay- 
ments and apply same directly to sup- 
port of beneficiary. At time of dece- 
dent’s death in 1945 trust contained ac- 
count entitled “Working Capital” which 
consisted of harvested crops and live- 
stock. State Court directed that assets 
in Working Capital account be distrib- 
uted to trust remaindermen, who were 
same as beneficiaries of decedent’s es- 
tate. Commissioner taxed Working Capi- 
tal assets as part of decedent’s estate. 


HELD: Commissioner sustained. Ac- 
tion in state court was not an adversary 
proceeding and therefore rights 
United States are not foreclosed by 
judgment. Harvested crops belong to life 
tenant, and Commissioner’s determina- 
tion that livestock also belonged to life 
tenant was not shown to be erroneous. 
Taxpayer’s contention that decedent had 
no interest in trust assets, but only right 
to enforce terms of trust, was not sub- 
stantiated. Current view is that life 
beneficiary has a property interest in 
trust. Martin v. United States, U.S. 
Court of Claims, March 4, 1952. 


Gifts made over a period of years not 
made in contemplation of death. In early 
1920’s decedent organized corporation 
for the development of oil fields in New 
Mexico. He named company after his 
children to whom he gave certain amount 
of stock. By 1944 they owned a large 
percentage of outstanding stock. Upon 
his death in 1945 Commissioner deter- 
mined that gifts were includible in de- 
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cedent’s estate as having been made in 
contemplation of death. 


HELD: Gifts were not made in con- 
templation of death. Transfers were 
merely culmination of program which 
began in 1924 when estate tax rates 
were comparatively low. Decedent or- 
ganized corporation for avowed purpose 
of providing future livelihood for chil- 
dren. He was comparatively young man 
and in excellent health when he inau- 
gurated series of gifts. These facts con- 
firmed motive for decedent’s transfers 
as having been associated with life. 
Estate of Mulchild v. Comm., T.C. Memo, 
Feb. 27, 1952. 


Girt TAX 


Gifts under antenuptial agreement 
made prior to gift tax law not subject 
to tax. In 1931, taxpayer entered into 
agreement with his intended wife, re- 
citing that he desired to make suitable 
provision for her in lieu of dower and 
any interest in his property which she 
might otherwise have.. Agreement was 
to become effective upon their marriage 
that year. Taxpayer was to pay wife 
$1,000,000. In 1936, pursuant to agree- 
ment, he transferred to her property 
valued at $500,000 and made similar 
transfer in 1944. Commissioner deter- 
mined that transfers were subject to gift 
taxes. 


HELD: Commissioner overruled. 
Agreement became binding on husband 
upon solemnization of marriage in 1931 
when there was no gift tax law in 
effect. He became obligated at that time 
to make payments which he subsequent- 
ly made. Case was not governed by 
Wemyss or Merrill decisions under which 
gift tax would be due if antenuptial 
agreement were made in year in which 
gift tax law was in effect. Comm. 
v. Copley, U.S.C.A.—7, Feb. 26, 1951. 


Present value of gift reduced by in- 
come tax obligations of settlor payable 
by trustee and by amount of gift tax. 
Taxpayer, 50, created trust under which 
she was to receive $12,000 per year for 
life. Upon her death property was to go 
to children. Agreement provided that 
trustee should pay settlor’s Federal and 
State income taxes from income of trust, 
or from corpus, if necessary. Oral agree- 
ment was made prior to executing trust 
instrument whereby trustee was obli- 
gated to pay gift tax due on transfer. 
Commissioner disallowed deduction for 
present value of income tax payments 
and also amount deducted for gift tax 
liability, in arriving at net taxable gift. 


HELD: Gross value of gift may be re- 
duced by present worth of income tax 
payments and by amount of gift tax. 
While amount of income tax payments 
could not be determined with mathemati- 
cal accuracy, some payment would have 
to be made. “The one sure way to do 





injustice in such cases is to allow noth. 
ing whatever upon the excuse that we 
cannot tell how much to allow .. .” Pres. 
ent worth of income tax payments js 
$50,623. Trustee was under obligation 
to pay gift tax and therefore amount 
of tax could be deducted from value 
of gift as retained interest. Sarah H. 
Harrison, 17 T.C. 162, Feb. 18, 1952. 


Gift in trust for infant is gift of fu- 
ture interest. In 1948 taxpayer made gift 
to her great granddaughter by deposit- 
ing $4,065 in bank account in name of 
“Marion D. Gretsch in trust for Mary 
Ann Flemm.” Marion was daughter of 
taxpayer. Mary Ann was one and a half 
years old at time of gift. No written 
trust instrument was executed, but un- 
derstanding between taxpayer and trus- 
tee was that money would be turned 
over to Mary Ann when she reached 
twenty-one or would be used for her 
support if trustee felt such action ne- 
cessary. Commissioner refused to allow 
a gift tax annual exclusion. 


HELD: Commissioner sustained, 
Transfer was one of future interest and 
no annual exclusion is allowable. Funds 
were only to be used for beneficiary if 
funds for support were not otherwise 
available. There was no showing that 
funds for these purposes would not be 
available. Downey v. Comm., T.C. Memo, 
March 6, 1952. 


RULINGS 


Estate tax return not necessary. In 
community property state such as 
Washington, Federal estate tax return is 
not required unless value of decedent’s 
one-half interest in community property 
exceeds $60,000. Thus, with respect to 
estates of decedents dying after effec- 
tive date of Revenue Act of 1948, Fed- 
eral estate tax return will be required 
only where value of entire community 
estate of decedent and his spouse ex- 
ceeds $120,000. Letter dated 
1951, signed by E. I. McLarney, Deputy 
Commissioner. 


No gift tax liability for payment of in- 
come tax on joint return. Section 86.2(a) 
of Gift Tax Regulations 108 provides 
that payment by one spouse of all or part 
of income tax liability on joint return 
does not result in taxable gift. Special 
letter ruling, amplifying this provision, 
states that any adjustment between 
spouses for payments previously made, 
whether on joint or separate declara- 
tions, is not taxable gift in cases where 
joint return is filed. Ruling contemplates, 
however, that such adjustments will be 
made before final return is filed for 
taxable year. Letter dated Feb. 12, 1952, 
signed by E. I. McLarney, Deputy Com- 
missioner. 
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CURRENT LITERATURE NOTES 


Books 


Lifetime and Testamentary Estate 
Planning 


HARRISON TWEED & WILLIAM PARSONS. 

Committee on Continuing Legal Education, 

133 S. 36th St., Philadelphia 4; 133 pp. $2.50. 

This pamphlet, originally published in 
1949, has been brought up to date of 
September 1951. It is a concise and prac- 
tical discussion of estate planning from 
the non-tax as well as tax viewpoint, with 
emphasis in the latter connection on the 
marital deduction. Sample will forms 
are included with variations and com- 
ments, all to make this a convenient 
working tool for the draftsman. 


The Drafting of Partnership Agree- 
ments 
JOHN E. MULDER & MARTIN M. VOLZ. 


Committee on Continuing Legal Education, 133 
S. 36th St., Philadelphia 4; 131 pp. $2.50. 


Another in the series of monographs 
prepared under the aegis of the American 
Law Institute in collaboration with the 
American Bar Association, this 1949 
booklet has been revised to November 
1951. Pertinent law, sample forms, al- 
ternative clauses and comments are pro- 
vided for general and special partner- 
ships. Tax questions and the use of 
life insurance to purchase a deceased 
partner’s interest are also treated. 


Powell on Real Property 


RICHARD R. POWELL. Matthew Bender & 

Co., Albany 1, N. Y. Vol. 3, 880 pp. $16.50. 

Third in the five-volume treatise being 
published over a period of years, this 
volume by Columbia’s Dwight Professor 
of Law deals with subject matter of 
special interest to this audience. In his 
concise and incisive style, Professor 
Powell, who was the reporter for the 
Restatement of Property to which these 
volumes are keyed, discusses gifts over 
on death without issue; class gifts 
divided according to relationship of the 
donees and also by such groups as heirs 
and next of kin; and powers of appoint- 
ment. In the latter chapter, for example, 
he treats of taxation of powers, release 
of powers apart from and under perti- 
nent statutes. exercise of powers with 
and without specific reference, and sug- 
gestions for drafting powers. 


Other real property interests covered 
in this volume include easements, li- 
censes, voluntary security interests, non- 
governmental liens and governmental se- 
curity interests. 


Published in handsome, loose-leaf com- 
pression binders, permitting current re- 
Visions without new editions of the entire 
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work, these volumes belong with the 
great examples of legal scholarship. 


Tax Planning for Estates 


WILLIAM J. BOWE. Vanderbilt University 

Press, Nashville 4, Tenn. 100 pp. $2.10. 

This is a revised edition to reflect leg- 
islative developments since the original 
publication in 1949. These include the 
Technical Changes Act of that year, the 
1950 Revenue Act and the Powers of 
Appointment Act of 1951. In addition to 
the standard devices for minimizing death 
taxes through inter vivos gifts, Pro- 
fessor Bowe — formerly chief counsel 
to the pioneer estate planning organiza- 
tion in the country — discusses some 
rather unusual wrinkles in connection 
with trusts of appreciated property and 
disclaimers under the marital deduction. 
Special attention is given to the subject 
matter of gifts and one chapter is de- 
voted to the problems of the family 
owned business. 


Business Interests — Contractual Dis- 
position Effective at Death 

Edited by Solomon Huber. Farnsworth Pub- 

lishing Co., 11 W. Prospect Ave., Mt. Vernon, 

N. Y. 64 pp. $1.50. 

This pamphlet contains the proceedings 
of the ninth Estate Planners Forum of 
the Solomon Huber Associates held last 
Fall. The first paper, by Edwin H. White, 
deals with the effect of local law on pur- 
chase and sale agreements relating to 
closely held business interests. The next 
discussion is by Albert Mannheimer and 
Joel I. Friedman on some unusual aspects 
of buy-out agreements. Valuation prob- 
lems and methods are next treated by 
Laurence J. Ackerman. Following this 
is an analysis by P. Philip Lacovara of 
the special problems involved in profes- 
sional partnership purchase agreements. 
Special comments by Milton Young and 
William J. Casey conclude this handy 
little manual. 


ARTICLES 


Perpetuities in Perspective: Ending 
the Rule’s Reign of Terror 


W. BARTON LEACH. Harvard Law Review, 
March 1952. 


This noted authority challenges the ap- 
plication of the ancient rule against per- 
petuities to modern situations. The peril 
of family aggrandizement, against which 
the rule was primarily created, is no 
longer so great, and many prudent dis- 
positions of reasonable men are being 
invalidated by too strict an application 
of the interdict. Professor Leach ex- 
plores the corrective judicial measures 
open: reduce the invalid limitation 
to permissible limits rather than reject it 


entirely, and apply the rule on the basis 
of the actual facts rather than what 
suggests legislative revision of the com- 
mon law rule, recommending study by 
the American Law Institute, American 
Bar Association or Uniform Law Com- 
missioners. 


Restrictions on Transfers of Stock in 
Closely Held Corporations 


F. HODGE O’NEAL. Harvard Law Review, 
March 1952. 


The considerations which must be 
borne in mind in planning and drafting 
restrictions on transfers of closely held 
stock are detailed in this learned grad- 
uate law paper. Dealing first with the 
validity, advantages and disadvantages 
of various types of restraints, Dean 
O’Neal next discusses the instruments in 
which the restrictive provisions should 
be included and the methods for insuring 
enforceability. Option provisions — first, 
successive and combination — present 
special requirements. Methods of valua- 
tion and payment of the price are cov- 
ered at length, followed by an analysis 
of the tax consequences of restrictions. 


OTHER ARTICLES 


Survey of New York Law — 1951 (in- 
cludes inter alia Future Interests, Trusts 
and Administration, and Law of Suc- 
cession): New York University Law Re- 
view, Dec. 


Presumptions in New Mexico Com- 
munity Property Law: The California 
Influence, by Robert Emmet Clark: 


Southern California Law Review, Feb. 
Comparison of Estate Taxes in the 
Southeast; Note, University of Florida 
Law Review, Spring, 1952. 
Testamentary Dispositions in Louis- 
iana Estate Planning, by John M. Wis- 


dom and Paul O. H. Pigman: Tulane 
Law Review, Feb. 
Marital Deduction under Louisiana 


Law, by Harry B. Kelleher: Jbid. 


Illusory Transfers In New York: Com- 
ment, Cornell Law Quarterly, Winter, 
1952. 


Credit against Basic Federal Estate 
Tax for State Death Taxes, by Max O. 
Cogburn: North Carolina Law Review, 
Feb. 

Estate Tax Problems of the Man of 
Modest Means, by Elmer L. Finger: 
Banking, Mar. 


Accounting and Legal Difficulties in 
Determining Income from a Testamen- 
tary Trust, by V. G. Edmondson: Jouwr- 
nal of Accountancy, Apr. 


How to Keep a Close Corporation Alive 
and not Ruin the Estate, when the Owner 
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Dies, by William J. Casey: Journal of. 


Accountancy, Apr. 


DIRECTORY OF PERIODICALS CITED 

Banking: 12 E. 36th St., New York 16; 
50¢ 

Cornell Law Quarterly: Ithaca, N. Y.; 
$1.25 

Harvard Law Review: Cambridge, Mass.; 
$1.00 

Journal of Accountancy: 270 
Ave., New York; 75¢ 

N.Y.U. Law Review: Washington Sq. 3, 
N. Y.; $3.00 


North Carolina Law Review: Chapel Hill, 
N. C.; $1.25 


Madison 


First Choice for 
Trust Service 


in Missouri 


The St. Louis Union Trust 
Company engages only in the 
trust business. It does no bank- 
ing business. It accepts no depos- 
its subject to check, It is the 
largest stockholder of the First 
National Bank in St. Louis, 
with which it is affiliated. It is 
the oldest trust company in 
Missouri. 


It administers a large volume of 
trust business and operates on 
the efficient ‘‘staff and line’ 
plan. Every estate and trust re- 
ceives the personal attention of 
the administrative or “line” 
officer to whom it is assigned. 
These officers are backed up by 
staff departments, such as our 
investment analysis and re- 
search departments, two separate 
tax departments, real estate de- 
partment, close corporation 
department, etc. 


We suggest consideration of our 
Company for ancillary service 
in Missouri or where recommen- 
dations are to be made to people 
moving from other states to 
Missouri. 


“Trust Service Exclusively” 


ST. LOUIS UNION 
TRUST COMPANY 


ST. LOUIS, MISSOURI 
Affiliated with the First National Bank 
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So. California Law Review: Los Angeles 
7; $1.50 

Tulane Law Review: New Orleans; $1.50 

Univ..of Florida Law Review: Gaines- 
ville; $1.25 


A AA 


Mitigating Trust Hazards 


A three-point program for mitigating 
the hazards of trust practice in Georgia 
was suggested by Professor Richard R. 
Powell of Columbia University School 
of Law, New York. in an address before 
the second annual Institute on Estate 
Planning at Athens on March 28: 


1. “Reconsider and reorganize law 
school offerings so as to send forth 
future lawyers with a better integrated 
understanding of the interplay of the 
laws of trusts, future interests and taxa- 
tion. 


2. Have confidence that the courts 
will find in the 1950 legislation a suffi- 
ciently broadened authorization of trust 
creation, and a retention of the needed 
restrictions of the rule against prepetui- 
ties with respect to trust limitations. 

3. Utilize the period of law-transition, 
initiated by the legislation of 1950, to 
whip into still better form the general 
legislation regulating this important seg- 
ment of the law, so that future interests 
can be limited, trusts can be set up and 
trusts can be administered without un- 
certainties and the waste of clients’ 
wealth, inevitably incident to protracted 
litigation.” 

The complete program of the Insti- 
tute was reported at page 165 of the 
March issue. 


New York Legislation 


Fiduciary laws enacted by the 1952 
legislative session in New York include: 


Ch. 19: Provides that when estate tax 
payable to county treasurer is_ inad- 
vertently tendered to tax commission 
within period of time in which discount 
may be allowable, and tax is properly 
paid within 30 days thereafter, the 
county treasurer may allow discount just 
as waiver of interest is permitted under 
similar circumstances. 


Ch. 205: Limits to 15 years the period 
for which lien of estate tax under article 
10b of Tax Law attaches to real prop- 
erty. 


Ch. 206: Conforms basis of taxing 
powers of appointment to that established 
by Federal Powers of Appointment Act 
of 1951; also adopts Federal marital 
deduction rule respecting terminable in- 
terests in common disaster or proximate 
death situations; also clarifies deduction 
for life insurance proceeds where marital 
deduction is claimed. 

Ch. 211: Adds Nassau to counties in 
which guardian appointed therein must 
file annual inventory and account. 

Ch. 215: Requires fiduciary to dispose 
of securities acquired under prudent man 
rule provisions of Personal Property Law 
Sec. 21 (m) if it later makes an invest- 
ment in a legal common trust fund, to 
extent that fiduciary could not purchase 
those securities after investing in the 
common fund without violating 35 per 
cent limitation on prudent man rule in- 
vestments. (This is to prevent situation 
whereby as much as 57.75 per cent of 
a trust could be invested in such invest- 
ments. ) 

(Other bills await 
ture.) 


Governor’s signa- 
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RECENT FIDUCIARY DECISIONS 


AssETS — Administration — Scope 
of Authority of Administrator De 
Bonis Non 


Indiana—Appellate Court 
Newton v. Hunt, 103 N.E. (2d) 445. 


This was an action by an administra- 
trix d.b.n. c¢.t.a. to recover property 
claimed to be assets of a decedent’s 
estate. Testator had bequeathed all of 
his property to his wife for life and then 
to his three named children. The wife 
died years later and defendant, one of 
the children and the original executrix, 
converted all of the property to her own 
use. Among the assets alleged to be con- 
verted was $1,687 collected directly by 
the widow without being accounted for 
by the executrix. The original executrix 
had been discharged and the estate closed 
after distribution to the widow. The 
defendant demurred on the ground that 
the approval of the final report of the 
executrix constituted a full adjudication 
of the beneficiaries’ rights under the will; 
thus the administratrix had no author- 
ity to bring the action and further that 
the statute of limitations had run. The 
lower court sustained the demurrer. 

HELD: Reversed. The administratrix 
d.b.n. had no authority to recover that 
part of the estate which had previously 
been administered upon. The statute au- 
thorizes an administrator d.b.n. only 
when “. .. there are assets belonging to 
the estate . .. that have not been and 
should be administered.” Therefore, only 
the $1,687 that had been paid directly 
to the widow, and thus not administered 
upon, was subject to the claim of the 
administratrix d.b.n. The remaindermen 
must claim their rights in the balance 
of the estate in their own names. 

The six year statute of limitations had 
not run on the right to recover this sum 
since the period did not begin to run 
until the widow died. Until then there 
had been no right in the remaindermen 
to the property. 


CHARITIES — Provision for Selection 
of Beneficiary by Third Person 
Held Valid 


California—District Court of Appeal 
Estate of Hurwitz, 109 A.C.A. 322 (Feb. 15, 


1952). 

Hurwitz’s will left the residue of his 
estate to charity, the recipient of the 
charity to be designated by his friend 
Rubin, the executor. On this appeal by 
an heir at law from a decree of the 
Superior Court making a partial distri- 
bution of the estate to certain charities 
designated by Rubin, 


HELD: Decree affirmed. The testa- 
mentary provision summarized above 
created a valid charitable trust. 


Aprit 1952 


CLaims — Liability of Husband for 
Funeral Expenses — Extent of For- 
feiture Where Tenant by Entirety 
Murders His Spouse 


Massachusetts—Supreme Judicial Court 
Diamond v. Ganci, 1952 A.S. 131; Jan. 23, 


1952. 

H was convicted of murdering his 
wife W. They owned a parcel of real 
estate as tenants by the entirety. W had 
no other assets. After her death a mort- 
gage on the property was foreclosed. The 
foreclosure sale produced a surplus of 
$3,000. H then assigned this amount to 
B as trustee for their children. W’s 
funeral expenses were unpaid. The un- 
dertaker sought to reach the trust fund 
in satisfaction of his debt. 


HELD: As W had no other assets 
than her interest in the real estate, her 
husband was liable for her funeral ex- 
penses on a contract implied in law. 
After the foreclosure the surplus stood 
in place of the equity of redemption. 

As to the effect of the rule that a 
murderer cannot profit by his wrongful 
act, H did not forfeit the right which he 
had under the law governing tenancies 
by the entirety to the income of the 
property during his life; but if he had 
not made the transfer to the trustee he 
could have been adjudged a trustee of 
the remainder interest which survived 
to him for the benefit of W’s estate. 
Hence in equity the undertaker, who 
could have enforced his claim against 
W’s estate, should be allowed to reach 
the principal in the hands of the trustee 
to the extent necessary to satisfy his 
debt. 

As the husband was insolvent when 
he made the transfer, it was clearly a 
fraudulent conveyance as against his 
creditors. 


DISTRIBUTION — Fiduciary Not 
Liable for Distribution of Corpus 
to Intestate Distributee Prior to 
Knowledge of Will 


New York—Appellate Division (1st Dept.) 
Matter of Otis, N.Y.L.J., March 21, 1952. 


The settlor reserved a general testa- 
mentary power to appoint the principal 
of the trust and, in default of appoint- 
ment, directed that the principal be paid 
to his next of kin under the intestacy 
laws of Connecticut. The settlor died in 
Switzerland and the life beneficiary died 
three months later. Counsel for the cor- 
porate trustee inquired of competent au- 
thorities in Switzerland as to the exist- 
ence of a will and were told that no will 
was found and that the life beneficiary 
had stated to a Swiss Justice of the 
Peace that settlor had died intestate. 
Accordingly, letters of administration 
were obtained by settlor’s brother, his 
sole next of kin under Connecticut law. 


Eleven months after the trust termin- 
ated, the trustee distributed the corpus 
to settlor’s brother. Five months later 
the trustee was informed by a New 
York attorney of the existence of a will 
executed in Italy bequeathing settlor’s 
real and personal property to an Aus- 
trian friend. The will was probated in 
New York County and the beneficiary 
sought, by this action, to compel the trus- 
tee to pay the amount of the corpus to 
her and also to surcharge the trustee for 
having sold the Gillette Safety Razor 
stock within 10 days after the life bene- 
ficiary’s death instead of retaining it for 
distribution in kind. The stock was worth 
over $75,000 more when the lower court 
rendered its decision than the price for 
which it was sold. 


HELD: The trustee acted in good 
faith with due care and with no notice 
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of the will and had received apparently 
reliable information that the settlor died 
intestate. It cannot, therefore, be com- 
pelled to pay the principal to the bene- 
ficiary named in the will. Furthermore, 
the will must be construed according to 
the laws of Connecticut where settlor 
was domiciled and under Connecticut law 
a will disposing generally of all property 
is not deemed to exercise a power of ap- 
pointment. The provision in the trust 
agreement that it should be governed, 
construed and enforced according to the 
laws of New York does not make ap- 
plicable the New York statutory pre- 
sumption that a testamentary power is 
deemed exercised by a will purporting to 
pass all of testator’s property unless a 
contrary intention expressly or implied- 
ly appears. 

Even if the trustee were liable, it 
should not be surcharged for having sold 
the Gillette stock. Unless clearly pro- 
hibited in the trust instrument, a trustee 
has power to sell personalty in distribut- 
ing assets. Furthermore the stock was 
highly volatile and the trustee acted 
prudently in selling it. 


DISTRIBUTION Issue Includes 
Adopted Child of One of Co-Set- 
tlors Only to Extent of His Con- 
tribution to Corpus 


New York—Supreme Court, N. Y. County 
Matter of Cheney, 109 N.Y.S. (2d) 704. 
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The trust instrument authorized the 
trustee to pay over income, in excess of 
what was necessary to pay certain an- 
nuities, to the assignors (settlors), or 
their issue, in equal shares, the issue of 
any deceased assignor collectively to re- 
ceive such share of excess income as their 
ancestor would have received had he or 
she survived. Two of the assignors died. 
One left no issue surviving him. The 
other left a natural daughter and an 
adopted daughter. The trust agreement 
provided that the validity and interpre- 
tation of its terms were to be governed 
by Massachusetts law. To what extent is 
the adopted daughter entitled to partici- 
pate in a distribution of such excess in- 
come? 


HELD: The adopted daughter is en- 
titled only to her pro rata share of the 
excess income accruing on so much of 
the corpus as was originally contributed 
by her father from the date of his death 
but not on the corpus contributed by her 
father’s deceased brother. The Massachu- 
setts law provides that the word “child” 
or its equivalent shall include a child 
adopted by the settlor, but when someone 
other than the adopting parent is the 
settlor, the adopted child shall not have 
the rights of a natural child of its parent 
unless it plainly appears that the set- 
tlor intended to include adopted children. 
The adopted child thus has no rights by 
way of representation in the property of 
relatives of her foster parent. 


DISTRIBUTION — Trustee Justified in 
Withholding Income from Life 
Tenant 


Iowa—Supreme Court 
In re Larkins’ Will, 51 N.W. (2d) 396. 


Objector to an interlocutory report of 
trustee claims an inadequate distribu- 
tion of income to her as life beneficiary. 
The trust instrument created a spend- 
thrift trust and gave the trustee abso- 
lute discretion to determine what con- 
stituted principal or income. The trust 
consisted of stocks, bonds, cash on hand 
and a 226 acre farm with an aggregate 
approximate value of $59,000. The trus- 
tee was making monthly payments to 


the objector of $125 and at the end 
of the period covered by the report 
in question had a balance of $2,381 to 
be reduced by $800 fees for the trustee 
and his attorneys. The trial court held 
that it was within the discretion of the 
trustee to withhold such an amount 
from distribution. 


HELD: Affirmed. The trustee was 
under no obligation to deplete the funds 
on hand by payments of income to the 
beneficiary. The main income being from 
a corn crop which would not be harvested 
until Fall of each year, the continued 
distribution of income was subject to 
abnormal conditions of weather and other 
crop hazards. The trustee had a right to 
withhold a reasonable amount of income 
for future charges and contingencies 
and the court will not interfere in the 
absence of abuse of discretion by the 
trustee. 


JOINT & MUTUAL WILLS — Evidence 
Established Contract 


Colorado—Supreme Court 


Hoff v. Armbruster, No. 16807, 


11, 1952. 

On May 15, 1936, Mr. Phillips went to 
his attorney’s office and told him to draw 
a will, which the attorney did. Mrs. 
Phillips said that as long as he was draw- 
ing one for her husband, she might as 
well have one drawn too. The attorney 
asked her what she wanted in it, and she 
said about the her husband’s 
will. Both wills were executed and duly 
attested. The next day Mr. Phillips took 
the will back to the attorney’s office for 
a minor change, an error in designating 
a niece instead of a niece-in-law. A new 
drawn with this change and 


decided Feb. 


same as 


will was 
executed. 
Mr. Phillips 
during his lifetime and when he died his 
will was deposited with the Court but not 
probated, because all of the property was 
in joint tenancy with his wife. Upon the 
death of Mrs. Phillips, no will was found. 
This is a suit to impose a trust on the 
heirs in favor of the beneficiaries of the 
alleged mutual and reciprocal will which 
Mrs. Phillips had contracted to make. 


never revoked his. will 
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HELD: The evidence established as a PERPETUITIES — Twenty-five Year 


matter of law a contract to make mutual 
and reciprocal wills. 


Joint & MuTuaL WILLs—Joint Will 
Modified by Codicil After Death of 
One Testator 


Oregon—Supreme Court 
Florey v. Meeker, 54 Ore. Adv. Sh. 117. 


In a joint and mutual will executed 
by Clarence A. Meeker and his wife pur- 
suant to contract, the plaintiffs (three 
cousins of Mr. Meeker) were named 
together with two other cousins of Mrs. 
Meeker, as legatees of % of the surviv- 
ing testator’s residuary estate. Husband 
and wife through their joint efforts had 
accumulated property which was the sub- 
ject of the joint will. The principal 
clauses of the will provided for the wel- 
fare of their adopted daughter, there 
having been no children of the marriage. 


Mrs. Meeker died in 1942, and the joint 
will with a first codicil was admitted to 
probate. Clarence Meeker and a _ bank 
were appointed co-executors. Mr. Meeker 
later executed a further codicil to the 
joint will whereby he changed the pro- 
visions in favor of the plaintiffs and gave 
this % to his second wife. After Mr. 
Meeker died in 1948 the will together 
with the first codicil was reprobated, and 
the second codicil was also probated. 
Suit was brought to compel specific per- 
formance of the will contract, plaintiffs 
contending that after the death of the 
first Mrs. Meeker, Mr. Meeker had no 
right to make any further changes in 
the will by codicil. 


HELD: Even though the will was con- 
tained in one document it represented a 
single will for each of the parties. The 
original will provided that either Mr. or 
Mrs. Meeker might from time to time 
by codicil substitute other devisees and 
legatees for their respective interests. 
Mrs. Meeker provided for distribution of 
%% of the residue. The second codicil exe- 
cuted by Clarence Meeker alone was done 
pursuant to the contract for the joint will 


_and plaintiffs are not entitled to any 


part of the estate. 


\ 
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- Ohio's Oldest Trust Company 
Offers Complete Fiduciary Service 


Cincinnati, Ohio 


Trust Does Not Violate Rule 


North Carolina—Supreme Court 

McQueen v. Branch Banking & Trust Co., 68 

S.E. (2d) 831. 

Testatrix devised residue to her sister 
Margaret for life. Remainder after her 
death was given to a trust company and 
two individuals in trust: to give financial 
assistance to a named grandnephew and 
grandniece in the event either or both 
of them should desire to attend a uni- 
versity or college; to pay certain sums 
to named beneficiaries; to divide the net 
income quarterly among named _indi- 
viduals. The trust was to continue for 25 
years from the date of filing the will for 
probate or from the death of Margaret, 
whichever was later. Margaret was living 
at the death of the testatrix but died 
prior to the institution of this action to 
determine the validity of the trust. The 
lower court concluded that the trust vio- 
lated the rule against perpetuities in that 
the property did not vest with certainty 
within a life in being and twenty-one 
years and ten lunar months thereafter; 
(2) there was an unlawful restraint 
against alienation; and (3) the trust was 
indefinite and therefore void. 


HELD: Reversed. The devise to the 
trustee is unequivocal and constitutes a 
devise of the remainder subject to the 
life estate of Margaret. Legal title vested 
in the trustees immediately upon the 
death of the testatrix. Their right of pos- 
session, and the beginning of the twenty- 
five year period during which the trust 
shall remain active, were necessarily de- 
pendent upon whether the life tenant 
survived the testatrix. The will in this 
respect is merely expressive of the law 
which would have fixed the identical date 
as the date upon which the right of the 
trustees to assume possession of the trust 
property accrued. 

The will was promptly admitted to 
probate, and the date of the death of the 
life tenant marks the beginning of the 
twenty-five year period of the trust. 
Hence there is no vagueness or uncer- 
tainty as would render the devise to the 
trustees void and unenforceable. 


WY 


The rule against perpetuities does not 
relate to the postponement of the full 
enjoyment of a vested estate. The time of 
vesting of title is its sole concern. The 
will creates no contingent future inter- 
est. The beneficiaries are persons in be- 
ing at the time the will took effect. Title 
vested in them, subject to the life estate 
and the terms of the trust, immediately 
upon the death of the testatrix. The 
trust served merely to postpone their 
right to the full enjoyment of the estate 
devised until the termination of the trust. 
The question is not the length of the 
trust but whether title vested within the 
required time. 

As these provisions are not violative of 
the rule against perpetuities, they do not 
constitute an unreasonable restraint up- 
on the right of alienation. 


(A companion case under the same 
title, 68 S.E. (d) 837, reached the same 


conclusions.) 
Staff Digest 


PowErs — Limitations — Agreement 
by Trustees to Sell Property, Sub- 
ject to Authority from Probate 
Court, Cannot be Enforced If They 
Are Unable to Obtain Authority 


Massachusetts—Supreme Judicial Court 


Forester v. O’Connell & Lee Mfg. Co., 1952 
A.S. 195; Feb. 4, 1952. 


Suit to compel specific performance of 
an agreement by the respondents to sell 


A Trust company 
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bank 
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certain real and personal property to the 
plaintiffs. The agreement was signed by 
the corporation and by others, including 
A and B, who as trustees owned about 
94% of the stock. They signed as trustees, 
not individually. The agreement contain- 
ed a clause giving the corporation the 
option to cancel it if within 90 days the 
trustees failed to secure authorization 
from the probate court to vote their stock 
in favor of the sale, or if stockholders 
owning two-thirds of the stock failed to 
vote for the sale. 

The trustees immediately filed a peti- 
tion for authority to vote the stock and 
took up with the judge the question of 
a guardian ad litem. The judge dismissed 
the petition on the ground that the trus- 
tees had full authority to vote the stock, 
although the trust instrument contained 
no exculpatory clause. The judge found 
that the trustees acted in good faith. 
Then a third person offered a fifty per 
cent higher price, and the corporation 
returned their deposit to the plaintiffs 
and accepted the new offer subject to a 
determination that it was not bound to 
the plaintiffs. The trial judge dismissed 
the suit. 

HELD: Decree affirmed. Plaintiffs 
knew they were dealing with the trustees 
in a fiduciary capacity, and had no assur- 
ance that the probate court would ap- 
prove the sale. The trustees were bound 
to secure a sale that was in the best in- 
terests of their beneficiaries. 


REVOCATION — Cutting off Signature 
Invalidates Will — Presumption of 
Exclusive Possession 


Illinois—Supreme Court 
In re Estate of Bakhaus, 102 N.E. (2d) 818. 


A document purporting to be his will 


328 





was found in decedent’s drawer in the 
harnass shop which he had operated. His 
signature had been cut from the will. 
The will was admitted to probate and 
two heirs appealed. No evidence was sub- 
mitted as to the circumstances attending 
the mutilation of the will. The appellants 
contended that when a will is found in 
the possession and control of the testator 
in a mutilated condition the law pre- 
sumes the mutilation was done by the 
testator with the intention of revoking 
the same. The proponent contended that 
the will, having been kept in a drawer 
in the harness shop, it was not in the 
exclusive possession of the testator as it 
would have been had it been kept in the 
testator’s safe along with his other val- 
uable papers and therefore the presump- 
tion of revocation was not applicable. 


HELD: The will should not have been 
admitted to probate. The presumption 
against validity of a will which has been 
mutilated should not be lightly set aside. 
It is not necessary that the will be kept 
under lock and key or in a safe deposit 
box to be in the exclusive possession of 
the testator. The will was in the ex- 
clusive possession of the testator. 


The provision of the statute which per- 
mits revocation of a will by tearing also 
permits revocation by cutting the will 
if done with the requisite intent. Cutting 
the signature from the will indicated an 
intent to revoke the entire will since 
the cutting of signatures from documents 
is frequently used to indicate their can- 
cellation. In addition, if the keeping of 
the will in the drawer rather than the 
safe meant anything, it could easily 
mean the testator, having revoked the 
will, no longer considered it a valuable 


paper. 


SPENDTHRIFT TRUSTS — 
Claim of Beneficiary’s 
Wife Rejected 


Alimony 
Former 


Iowa—Supreme Court 
In re Bucklin’s Estate, 51 N.W. (2d) 412. 


Testator’s will created a trust for the 
“use” of his son containing provisions 
against assignment or transfer by the 
son and that no creditor could acquire 
any right therein by legal proceedings. 
The trustees were given discretion to 
exclude the son from all interest in the 
trust and to hold the same for the son’s 
“dependents, wife, lineal descendants or 
relatives as said trustees shall deem 
proper.” 


The present proceeding arises upon an 
application of the trustee for construc- 
tion of the trust in view of the claim 
of a former wife of the son as a creditor 
because of unpaid installments of ali- 
mony and child support money under a 
divorce decree rendered in 1932. The 
trial court held the trust was not sub- 
ject to the claim of the divorced wife. 


HELD: Affirmed. The trust was a 


valid spendthrift trust. Although the 
power to alienate is requisite to a legal 
estate, it is not an essential quality of 
an equitable estate. The fact that the 
claim of the ex-wife is for alimony and 
child support should not create an ex. 
ception to the general rule. 


Contrary decisions recognizing such 
an exception were cases decided while 
the wife and children were in present 
need of support, but in the case at bar 
the claim is based upon a judgment ren- 
dered almost eighteen years before the 
probate of the will creating the trust 
and, the children being already adult, the 
exception is not recognized. 


TAXATION — Estate & Inheritance — | 


Domicile Determined by Actions 
Not Words 


United States—-Court of Appeals, 
District of Columbia Circuit 
Weitknecht v. District of Columbia, No. 10906, 


decided March 20, 1952. 

Testator was born in Indiana in 1869 
and attended school in that State. He 
practiced law, and between 1902 and 
1920 held public office in Indiana. In 1921 
he came to the District of Columbia to 
become Solicitor of the Post Office De- 
partment. His public service terminated 
in 1933, and from that time until his 
death in 1945, testator continued to live 
in Washington, occupying a three room 
apartment. During this period he 
not actively engaged in any business or 
profession, but lived primarily on income 
from investments. 


was 


Upon testator’s death his will, which 
was drawn in Indiana in 1943, and which 
described him as of Indiana, was ad- 
mitted to probate in Indiana. At the time 
of his death he owned securities in the 
District of Columbia of slightly more 
than $100,000, securities and cash in New 
York City of over $140,000, and the fam- 
ily home site and three cemetery lots in 
Indiana. The executors paid inheritance 
tax to Indiana, but the District of Colum. 
bia Board of Tax Appeals ruled that he 
was domiciled in the District. 


The evidence showed that decedent of- 
ten expressed the intention of returning 
to Indiana to live and annually paid a 
visit to his home town. During all the time 
he lived in Washington he had paid his 
Federal taxes to the Collector of Internal 
Revenue at Indianapolis. In some years 
he paid the Indiana tax on intangibles, 
and in other years in the District of 
Columbia. He paid District income taxes 
from 1939 through 1944. Some of these 
returns contained notations that Wash- 
ington was not his permanent residence. 


HELD: Affirmed. Decedent’s actions 
demonstrated that, despite his declara- 
tions, his intent to return to his former 
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domicile was not crystallized or settled. 
Although he entertained a fondness for 
his boyhood home, and may have desired 
to go back there before he died, such 
desire is not enough to avoid payment of 
tax obligations incurred in the place of 
actual abode. Petitioners offered no ex- 
planation for the decedent remaining in 
Washington for 12 years after he ceased 
to have any business in the District, ex- 
pect the obvious explanation that he pre- 
ferred to make his home there. His re- 
maining in the District was inconsistent 
with a “fixed and definite” intent to re- 
turn to Indiana upon his separation from 
the Government. 


TAXATION — Estate & Inheritance — 
Effect of Marital Deduction — 
Share of Widow Electing Against 
Will Reduced Only by Estate Tax 
Directly Resulting From Passing 
of Her Portion of Estate 


Ohio—Supreme Court 
Miller v. Hammond, 156 O.8. 475. 


Testator created life estates for the 
benefit of his widow and children. The 
widow elected to take at law rather than 
under the will, the estate thus becoming 
entitled to a marital deduction. This 


action for Declartory Judgment was to 
determine whether the statutory share 
of the widow (in this case one-third) 


should be computed on the value of the 
estate before or after payment of federal 
estate tax. It was the position of the 
executors that the federal estate tax 
came within the category of “debts en- 
titled to a preference under the laws 
of the United States’ and that the 
statutes required payment in full of such 
tax as a debt of the estate before any 
distribution might be made. 


HELD: The widow is relieved of con- 
tributing to the tax. The court expressly 
limited its decision to a non-testamentary 
passing, emphasizing that by reason of 
her election to take at law no question of 
testamentary distribution was involved, 
and that the estate passing to the widow 
was non-testamentary. The court stated 
in part: 


“The portion of the estate to which she is 
entitled cannot be determined until the Probate 
Court shall have complied with the provisions 
of the Internal Revenue Act levying the fed- 
eral estate tax. Prior to the establishment of 
the ‘marital deduction’, the Internal Revenue 
Act made no differentiation based on the rela- 
tionship of a beneficiary, but... now... the 
liability for the tax based on the portion of the 
property of a deceased spouse which by inheri- 
tance or otherwise passes to the surviving 
spouse . . . is postponed; thus there being 
recognized for tax purposes some degree of 
joint ownership in the property of the de- 
ceased. . .. in the absence of express statutory 
authority denying the right, a surviving spouse 
is entitled to acquire all the rights of deferment 
of the tax expressly conferred by the federal 
estate tax law. The policy of this state evi- 
denced by the statute of descent and distribu- 
tion and cognate statutory provisions is to 
safeguard the interests of the surviving spouse. 


. the executors required the widow to 
pay ... approximately $148,000 as her claimed 
share of the federal estate tax despite the fact 
that the assets comprising her portion of the 
estate were not subject to the tax. This com- 
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putation had the effect not only of reducing the 
amount of the federal estate tax which would 
have been chargeable to the shares taken by 
the children under the will, but . .. in in- 
creasing the total amount of the federal tax 
chargeable against the gross estate by approxi- 
mately $50,000 above the amount which would 
have been assessed if the widow’s intestate 
share of one-third as a ‘marital deduction’ bore 
no part of the federal estate tax. That fact 
alone discloses that the computation made in 
the instant case was inequitable and was not in 
accord with the clearly expressed plan and 
purpose of the provisions of the Internal Rev- 
enue Act. 


“. . . the Probate Court . .. should award 
such widow her statutory share . . . with only 
such deduction of federal estate taxes which 
directly result from the passing of her portion 
of the estate. . . . In this case the widow being 
entitled to one-third of the decedent’s estate will 
receive less than the maximum marital deduc- 
tion authorized by the Internal Revenue Act, 
and therefore, no federal estate tax is deduct- 
ible from her portion of the estate.” 


TAXATION — Estate & Inheritance — 
Equitable Non-Statutory Appor- 
tionment of Federal Estate Tax 


Decreed Where Decedent Ex- 
pressed No Intention 

Ohio—Supreme Court 
McDougall v. Central National Bank, 157 O.S. 


45. 


Decedent created an irrevocable living 
trust, reserving the income to herself 
for life and the right to designate the 
residuary beneficiary by her will. The 
instrument further provided for the 
takers in event the donor failed to so 
designate. It was silent as to payment of 
any death taxes which might accrue. 
Donor died intestate and by the terms of 
the instrument her sister became en- 
titled to the corpus of the trust. This 
action instituted by the adminis- 
trator for an equitable apportionment to 
the trust estate of a portion of the federal 
estate tax. 


HELD: The 
probate estate 


was 


and the 
federal 


estate 
bear the 


trust 
must 


estate tax in proportion to their values 
for tax purposes. Miller v. Hammond, 
above reported, expressly approves equit- 
able apportionment of the federal estate 
tax. The court states in part: 


“| . where there are no state statutes indi- 
cating and the decedent has indicated no inten- 
tion as to who or what shall bear the burden 
of that tax, it is difficult to understand the 
justice of a rule of law that would impose the 
whole burden of the estate tax on one of the 
two separate parts of this decedent’s estate... 
Even if the executor or administrator is re- 
quired to pay the federal estate tax as a debt 
of the estate ... it does not follow that he can- 
not seek reimbursement .. . 

“|. the federal statutes provide that .. . if 
the tax is not paid when due, then the bene- 
ficiary or trustee in possession of the property, 
to the extent of its value, shall be personally 
liable for the tax ... This clearly indicates a 
congressional intention that the tax shall repre- 
sent an obligation not merely of the probate 
assets but of all of the assets included in the 
decedent’s gross estate for estate tax purposes. 

“Unless some statute (which I believed there 
was in Miller v. Hammond, supra*) or the ex- 
pressed intention of the decedent (which .. . 
I believed was set forth in the decedent’s will 
in Miller v. Hammond, supra, but which is not 
present in the instant case) requires a differ- 
ent result, there is no apparent reason why the 
equitable rule, requiring those who are obli- 
gated to discharge a common burden to share 
that burden, should not operate to require in 
the instant case an equitable apportionment of 
the federal estate tax burden between the pro- 
bate assets and the trust assets.” 

(*The author of the opinion in the instant 
case dissented in Miller v. Hammond.) 


TAXATION — General — Validity of 
Intangible Personal Property Tax 
on Insurance Proceeds Held at In- 
terest 


Missouri—Supreme Court, Div. 1 
In re Armistead, 245 S.W. (2d) 145. 


Two widows were beneficiaries of pol- 
icies of insurance on the lives of their 
respective husbands, each of whom hav- 
ing died prior to 1944. In the aggregate, 
there were 10 policies of insurance, the 
proceeds of which were retained by the 
insurance companies after the insureds’ 
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deaths. The insurance companies issued 
supplemental agreements of varying 
terminology whereby the companies 
agreed to pay the widows interest for 
their lives and thereafter to pay interest 
to their respective descendants. Except 
under one policy, no part of the principal 
sum could be withdrawn. Under all but 
one policy the principal funds were pay- 
able to the estates of the widows in the 
event they survived their descendants. 
The funds were retained by the com- 
panies under options exercised, in some 
cases, by the insured during his lifetime 
and, in others, by the widows after the 
insureds’ deaths. 

The Missouri Intangible Personal 
Property Tax Act became operative July 
1, 1946. It levies a tax on the property’s 
yield during the preceding calendar year 
at the rate of 4% of such yield. Taxable 
intangible personal property includes 
“moneys on deposit.” One having a “bene- 
ficial interest” is liable for the tax. 
Neither widow made a tax return for 
the calendar year 1946. The director of 
revenue assessed the tax in the amount 
of 4% of the installment payments re- 
ceived in 1946. 


HELD: Reversed and remanded with 
directions to reverse the assessments. 
The widows had “beneficial interests” in 
the retained funds. The right to receive 
the income during life is a property right 
in the principal itself, without regard 
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to the right to exercise the option and 
the right to have the principal paid to 
the widows’ estates in the event they 
survived their children and descendants. 
“Moneys” was not restricted to “cash 
or its equivalent,” but was used by the 
legislature in the broad sense of “funds” 
of another held by one under an agree- 
ment. In essence, the retained funds were 
“on deposit” with the companies, no mat- 
ter who “deposited” such funds. It was 
not material that the funds were not 
(except in one instance) withdrawable on 
demand. 

However, the yields upon which the 
assessments were based included yields 
for six months before the law levying 
the tax became operative. The assess- 
ments therefore violated the provisions 
of Article I, Section 13, Constitution of 
Missouri (1945), prohibiting retrospec- 
tive operation of laws. 


WILLs — Probate — Declarations of 
Testator Admissible on Issue of 
Testamentary Intent Where Only 
One Witness Subscribed to Will of 
Personal Property 
Tennessee—Court of Appeals (Eastern Section) 

Carver v. Anthony, 245 S.W. (2d) 422. 

Two instruments, one dated in 1933 and 
the other in 1934, were offered as the 
will of testator. The Trial Court rejected 
the first instrument as not being exe- 
cuted with a testamentary intention, and 
the Court of Appeals affirmed as to this 
document. The second instrument, exe- 
cuted prior to the enactment of the Uni- 
form Wills Act in Tennessee, left all of 
testator’s real and personal property to 
his adopted daughter. The will was typed 
and signed by testator. There was only 
one subscribing witness, the space for 
the signature of a second witness being 
blank. At the trial conflicting declarations 
of testator concerning this document were 
introduced, some to the effect that he 
intended the document to be his will, and 
others to the effect that he did not intend 
to will his adopted daughter any of his 
property. 

The Trial Court held that the document 
could not effectively dispose of real es- 
tate, since two subscribing witnesses 
were necessary in order to dispose of 


realty by a will, even prior to the enact. 
ment of the Uniform Act. However, the 
Trial Court admitted the document to 
probate in so far as it disposed of per- 
sonal property, holding as a matter of 
law that the declarations of testator were 
admissible, and that these declarations 
showed that testator had executed this 
document as his will. 


HELD: Reversed and remanded for a 
new trial. The Trial Court correctly held 
that the document could not dispose of 
real estate and that the declarations of 
testator were admissible in corroboration 
of the testimony of the one subscribing 
witness, in order to prove the execution 
of the will as to the personal property. 
Prior to the Uniform Act, it was not 
necessary to have two subscribing wit- 
nesses to the execution of a will in order 
to validly bequeath personal property. It 
was enough if there was, from the entire 
proof, the equivalent of two witnesses to 
the factum of the will. Declarations of 
the testator were admissible in order to 
corroborate other proof of a more reliable 
character as to the execution of the will. 

The declarations which proponents of- 
fered were made from time to time by 
testator, and not all of them were made 
when he had the document in his hands. 
Nevertheless, the testator kept the docu- 
ment among his valuable papers for 15 
years after its execution. This fact, to- 
gether with his declarations that he had 
made a will leaving everything to his 
adopted daughter, were sufficient to take 
the case to the jury as to whether or 
not the testator had made a disposition 
of his personal property with _ testa- 
mentary intent. 

However, in view of the fact that there 
were contrary declarations of testator 
to the effect that he did not intend to 
leave his adopted daughter anything by 
will, but that he would provide for her 
during his lifetime, a jury issue was 
created as to whether testator had made 
a complete testamentary instrument, or 
as to whether he had intentionally left 
the document incomplete, so that it could 
not operate as a will. Consequently the 
Trial Court erred in holding for the 
proponent as a matter of law. 
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WILLS — Probate — Statute of 
Frauds is Bar to Oral Agreement to 
Make Will and Oral Agreement 
Not to Revoke One Already Made, 
Notwithstanding Consideration 


Massachusetts—-Supreme Judicial Court 

West v. Day Trust Co., 1952 A.S. 199; Feb. 

6, 1952. 

Plaintiffs were three nieces of one 
West, who died in 1937, leaving a will by 
which he gave his estate to his widow, 
Georgina. Two other nieces contested 
the will at that time. The bill alleged 
that Georgina approached the plaintiffs 
and agreed that if they would stay out of 
the contest and assent to the allowance 
of the will she would make a will giving 
substantial legacies to them and their 
families, and that she would not revoke 
it She made a will in May, 1938, in 
accordance with her agreement, and the 
plaintiffs agreed not to contest the will. 
By virtue of their assent to the allow- 
ance of the will she was able to make 
an advantageous settlement with the 
other two nieces, and received the bulk 
of the estate. 

She later made other wills, and finally 
a will dated April 24, 1950, which was 
duly probated. This will omitted any be- 
quest to the plaintiffs or their families. 
The prayer of the bill was that the 
respondent as trustee be ordered to pay 
the bequests contained in the 1938 will. 
The respondents demurred to the bill 
on the ground the agreement was not 
in writing and too vague. They also 
pleaded the statute of frauds. The judge 
sustained the demurrer. A stipulation was 
filed to the effect that there was no writ- 
ten contract. 

HELD: First, the statute of frauds 
was a bar to the enforcement of the 
oral contract to make a will, and the 
fact that the plaintiffs had furnished 
the consideration did not prevent the ap- 
plication of the statute. 

Second, the promise not to revoke the 
will already made was also within the 
statute of frauds. 

Plaintiffs were not entitled to recover 
the fair value of the rights which they 
surrendered in reliance on Georgina’s 
promise, because the bill in equity was 


not framed with a double aspect with 
prayers for alternative relief, but asked 
only for the enforcmeent of the contract. 
The prayer for general relief following 
the specific prayer for enforcement could 
not be used to obtain relief inconsistent 
with the specific relief asked for. 


The demurrer could not be sustained 
on the ground of the statute of frauds 
because the bill did not allege that the 
contract was oral. The plea setting up 
the statute of frauds and the stipulation 
filed by the parties took care of this, 
however. 


WILLS — Construction — Holograph- 
ic Will Construed as Layman 
Would Intend 


Nebraska—Supreme Court 
Dumond v. Dumond, 51 N.W. (2d) 374. 


Testator, in holographic will, devised 
residue to his wife, after devising to his 
son and grandson “each one undivided 
half one half interest” in certain farm 
lands. The wife claimed that only a one- 
half interest had been specifically de- 
vised. 


HELD: The word “of” was intention- 
ally omitted. Testator intended to dispose 
of farms by specific devise and not in 
part by residuary clause. A layman would 
not ordinarily be familiar with the effect 
of a residuary clause upon a portion not 
devised. 


WILLs — Construction — Period of 
Time for Qualifying for Bequest 


Missouri—Supreme Court, Div. 1 
First National Bank of Kansas City v. Univer- 
sity of Kansas City, 245 S.W. (2d) 124. 
Testator executed a will and codicil in 
1927 when both he and his wife were 
65 years old, and his two sisters 69 and 
73, respectively. Testator died in 1928; 
the last survivor of his wife and sisters 
died in 1949. The will created two 
trusts, one of $25,000, the other of the 
residue. The first trust contemplated pay- 
ment of income in perpetuity to a named 
university “provided it shall maintain a 
class ‘A’ Medical School, as hereinafter 
provided” to establish a nose, throat and 
ear clinic, provided further that: 
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“If, after the death of the last surviving 
member of my family [naming them] Univer- 
sity does not have a class ‘A’ Medical School, 
or if so graded as class ‘A’, does not thereafter 
maintain a class ‘A’ Medical School, then it is 
my will that at the time such school shall cease 
to be class ‘A’ that this legacy shall cease [and 
the entire corpus be paid over to a named 
church].”’ 


The italicized words were inserted by 


testator in his handwriting to replace the 
typed words “at the date of my death.” 


The second trust provided for payment 
of income to testator’s wife and sisters 
until the death of the last survivor, at 
which time one-half of the corpus should 
be paid over to the same church named 
in the first trust, and the other one-half 
held in trust to pay the income in per- 
petuity to the same university to main- 
tain a chair of otolaryngology, subject 
however to the identical limitations con- 
cerning a class “A” Medical School con- 
tained in the first trust as quoted above. 


“So that (the University) may have 
sufficient time to increase its rating” the 
testator executed a codicil providing as 
follows: 

“If, at the time of my death, Lincoln & Lee 
University is not classified as a class ‘A’ Medi- 
cal School ***, then the Trustee shal] permit 
the income from the trust funds *** to accumu- 
late for 10 years. If, within 10 years, Lincoln 
& Lee University has not been classified as a 
class ‘A’ Medical School, then I direct that 


the trust funds *** shall be paid to *** the 
Church ***, 


The named university never established 
or maintained a medical school of class 
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“A” rating, but contended that testator 
intended it to have 10 years after the 
death of the survivor of testator’s wife 
and two sisters (that is, until 1959), to 
establish such a school. The propriety 
of the trustee’s payment of the corpus 
of the first trust to the named church in 
1938 (10 years after testator’s death) 
was not disputed. The trial court ruled 
that the university had had 10 years 
after testator’s death to satisfy the con- 
ditions of the second trust. 

HELD: Affirmed. The will created al- 
ternative contingent remainders in the 
university and the church in one-half of 
the corpus of the second trust. One of 
these remainders was to vest in interest 
at the death of the survivor of testator’s 
wife and two sisters. Testator intended, 
in the codicil, to change the time of 
vesting, but “sufficient time” did not 
necessarily mean “more time.” As of 
the time the will was made, a period of 
10 years after testator’s death might 
have given the university more time to 
qualify than it had under the will, 
though, by reason of subsequent events, 
it gave the university less time. Testa- 
tor’s substitution of “after the death of 
the last surviving member of my fam- 
ily” for “at the time of my death” in 
the first trust indicated that he was 
aware of the difference in those pro- 
visions with respect to time. If he had 
intended the 10 years to run from the 
death of the last surviving member of 
his family, he would have said so in the 
codicil. 

The provision in the codicil for accumu- 
lation of income was not inconsistent 
with an intention to have the 10 years 
run from the date of testator’s death. 
By the codicil, testator provided that the 
remainder could vest in interest in the 
university in less than 10 years after 
his death, and in any event must vest 
in interest in either the university or 
the church at the end of the 10 years, 
though it could not vest in possession in 
either of them until the death of the last 
survivor of testator’s family. The pro- 
vision for accumulation of income was 
intended to cover the possible period 
between the death of the last survivor on 
the one hand and qualification by the 
university or the end of the 10 year 
period, whichever should first occur, on 
the other hand. 


WILLs — Construction — Specific 
Bequest Intended Rather Than 
Trust 


Arizona—Supreme Court 
In re Conness’ Estate, 240 Pac. (2d) 176. 

Conness died leaving a number of 
nieces and nephews. His will directed his 
executor to sell his real property to pay 
certain specific bequests and further 
stated that if there was any excess 
after such payment “such excess shall 
be used for the education of my 
brothers’ and sisters’ children so far as 
possible commensurate with the amount 
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of such excess.” At the time of making 
the will the youngest of said children 
was 38 years of age and several were 
college graduates. There was no residu- 
ary clause in the will. 

HELD: No trust was intended for 
there was only the expression of a wish 
and not a moral obligation on the lega- 
tees to follow his wishes. A specific be- 
quest was intended and the legatees be- 
longing to the class named should take 
per capita. 


REAL PROPERTY — Lien Enforceable 
After Death of Grantor 


Nebraska—Supreme Court 
Dahlke v. Dahlke, 51 N.W. (2d) 266. 


Warranty deed by father and mother 
conveyed to a daughter certain land, sub- 
ject to a charge of $6000, payable to 


grantor’s son, “which shall be and is a 
lien upon” said land, payable within one 
year after the death of the last survivy. 
ing grantor. The deed contained a for. 
feiture clause for failure to pay. The 
lien was enforced, when the money was 
not paid on the death of the surviving 
grantor. 


HELD: An equitable charge and not 
a trust was created. Where the instru- 
ment creates a condition subsequent and 
a covenant “the person entitled to en- 
force a covenant is entitled to all equit- 
able relief normally available with re- 
spect to such a covenant, despite the fact 
that a condition subsequent also exists.” 
The provision is not testamentary in 
character. A donee beneficiary, although 
a stranger to the contract, may enforce 
the obligation to pay. 
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